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Syria committed 
to reaching peace 
deal with Israel 


Eurotunnel in £8bn debt move 


Syria said yesterday that it wbb ready for 
“continuous negotiations" with Israel wlghatHng a 
stronger commitment to achieving peace with Its 
neighbour. The announcement came as US secre- 
tary of state Warren Christopher started a shuttle 
mission between Jerusalem and Damascus. Mean* 
while King Hussein (above, left) was warmly 
greeted by Israeli prime minister Shimon PereS 
when the Jordanian ruler arrived for his first public 
visit to Tel AviV - a visit that suggests the type of 
relations Israel would like to see with Damascus. 
Page 10 

Robsrt GraMhRI, legendary Wall Street 
dealmaker, Is quitting as chief of stockbroker Smith 
Barney only two and a half years Into a seven-year 
contract Page 11 

Yeltsin signs new spy law: Russian president 
Boris Yeltsin appointed a hew foreign intelligence 
chief and signed a law on how the country's spies 
should work. Col-den Vyacheslav Tmbnikov is to 
replace new foreign minister Yevgeny Primakov as 
head of Russia’s Foreign Intelligence Service. Page 2 

Dun A Brsd st r st, US flHflnrfai information and 
market research group, is to split itself Into three 
quoted companies. The demerger unpicks D&B’s 
two biggest acquisitions of the past 12 years; mar- 
ket research company A C Nielsen, and IMS Inter- 
national, which supplies market research to the 
drug Industry. Page 11 : Lex, Page 10 

Socialist sot to bo ffnanco ohtafc Watam 
Kubo, secretary general of Japan's Social Demo- 
cratic party, is set to become the country's next 
finance minister after Ryu taro Hashimoto-, due to 
be chosen as premier, failed to persuade colleagues 
from his Liberal Democratic party to take file Job. 
Page 4 

EU to tax barf oy oxportse The European Union 
is imposing an export tax on barley because at con- 
cerns about the amount of the grain being Bent 
from Europe onto the world Market The move fol- 
lowed an EU wheat import tax imposed six weeks 
ago. Page 10; Commodities, Page 17 

Kingfisher shares fails UK high street stores 
group Kingfisher Is taking a 20 per cent stake In 
family-owned French furniture and electrical goods 
retailer BUT. Fears the price might be too high 
drove Kingfisher shares down lGp to 644p in Lon- 
don. Page 16 

QoM prioo raUtons The price of gold topped $400 
an ounce on the London bullion market to the first 
time since August 1903. It has risen by almost MS 
an ounce since the start of 1906, driven by specula- 
tive buying. Page 17 

Maok Trucks, US heavy vehicle maker owned by 
Renault of France, is negotiating to build assembly 
plants in Mexico and Brazil as a cushion against the 
volatile domestic truck market Page 11 

Bayer to sppaali German chemicals and drugB 
group Bayer is appealing against a Ecu3m ($&9m) 
fine imposed for a breach of EU restrictive practices 
law. The case involved Bayer’s refusal to supply a 
heart drug to French and Spanish wholesalers who 
wanted to re-export it to the UK. Page 2 

Mali cabinet split: Irish social welfare minister 
Prionsias de Rossa attacked proposals by his 
employment ministry counterpart to cut unemploy- 
ment benefit for school leavers. Pago 2 

Dissident denounced: Mohammed al Massaari, 
the Saudi dissident faring deportation from Britain, 
was denounced by Sir Nicholas Bonsor, foreign 

affairs minister, as a fundamentalist who had 
abused British hospitality to undermine a friendly 
government. Page 6 

Millionaire balloonist safes US soyabean 
millionaire Steve Fossett abandoned his attempt to 
make the first round the world balloon flight Mid 
touched down safely in New Brunswick, Canada. 

Slower delivery: Cashpoint machines in Finland, 
speeded up to cut queues, are to be slowed down 
ugain. In some instances the dispensers reclaimed 
customers' cash before they could grab it. 
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By Gooff Dyer in Calais and 
WHItartt Lewis in London 

Eurotunnel, the crisis-ridden 
operator of the Chann el t unnel, 
has asked the French and UK 
governments to guarantee a sub- 
stantial bond Issue to help refin- 
ance its £8bn debt 

If successful, the bond issue 
would enable the Anglo-French 
Company to break free from its 
long-running financial difficul- 
ties. However, analysts believed 
it highly unlikely that the two 
governments would approve the 
plan. 

Mr Patrick PonBolle, the com- 
pany’s cochairman, said yester- 
day that both g o v ernm ents bad 
so far refused to cooperate, but 
Eurotunnel was hoping the 
French government would sup- 
port the scheme. 

Mr Ponsolle said he believes it 


UK and France asked to co-operate over bond issue 


is more sympathetic than the UK 
government because if Euro- 
tunnel failed to resolve its drill 
problems "there would be a 
financial crisis In France". 

Mr Ponsolle admitted the UK 
government would be less likely 
to help, but said a future Labour 
government might be more 
favourable. He refused to give 
details of the size of the bond 
issue, but analysts speculated 
that It could be used to "take out 
all of the banks’ existing debt". 

UK government officials 
stressed last night that it was "99 
per cent certain" that it would 
reject Eurotunnel's plan. 

Eurotunnel which was plagued 
with construction delays and 
costs well above forecasts, argued 


that Its financial crisis has been 
in part caused by "breaches of 
undertaking" by the two govern- 
ments. 

In September, Eurotunnel 
announced that it had suspended 
interest payments ml its E8bn of 
debt and was negotiating with its 
banks to rearrange finanrpn- 

Eurotunnri had hoped to give 
shareholders full details of refi- 
nancing plans at the end of this 
month, but this seems unlikely. 
Eurotunnel's four agent banks 
have to report to the rest of the 
225 strong banking syndicate by 
March 17. 

Mr Ponsolle said that swapping 
the company’s rolled up interest 
payments, which are accumulat- 
ing at £60m a month, into equity 


was being seriously dis- 
cussed. 

According to Mr Ponsolle the 
company would have sufficient 
revenues In between six to 10 
years to pay its interest bill. The 
planned bond issue would 
involve a "zero coupon” struc- 
ture. in which there would be low 
or no interest payments for about 
10 years. After that much larger 
interest payments would begin. 

Mr Ponsolle said the company 
had requested guarantees 
because, "in the present circum- 
stances H would be obviously be 
Impossible for us to issue bonds". 

Mr Richard Hannah, analyst at 
UBS. said the bond issue plan 
was "as close to a government 
subsidy as you can get". 


Under the Channel Tunnel 
Acts in both countries, govern- 
ment financial support is prohib- 
ited. But Mr Hannah said that 
the French government had been 
“more liberal in its interpretation 
□f it”. 

Mr Ponsolle said the two gov- 
ernments could ease some of the 
pressure by extending the 57-year 
concession to operate the tunnel. 

P&O and Siena, the two main 
ferry companies, refused to com- 
ment on Eurotunnel’s bond issue 
plans, but one executive said that 
"we would waste uu tune com- 
plaining to both governments 
and the EU". 

Enrostar. Page 6 
Lex, Page 10 


Helicopter gunships halt Chechen convoy M Separatists holding 160 people 


Russian forces 
in stand-off with 
hostage rebels 



By John ThomhJB in Moscow 

Chechen separatists were in a 
stand-off last night with Russian 
security forces after having 
released most of the 2,000 hos- 
tages seized in the southern Rus- 
sian town of Kizlyar. 

A convoy of buses carrying the 
200 rebels and about 160 hostages 
was halted by Russian helicopter 
gunships as it neared the border 
of neighbouring Chechnya. 

The gunmen threatened to 
start killing the remaining hos- 
tages Unless they were allowed to 
move freely. 

Wearing green headbands- and 
singing patriotic songs, the 
heavily armed rebels bad left 
KlZlyar yesterday morning. 

The bizarre spectacle, shown in 
detail on Russian television, 
came as a further humiliation to 
the Russian security forces, 
already berated by President 
Boris Yeltsin for their incompe- 
tence. 

But the episode, in which Rus- 
sian officials say 20 people have 
been killed, has also reflected 
badly on the 04-year-old presi- 
dent, who is considering whether 


to run again in an election sched- 
uled for June. 

Some Russian newspapers yes- 
terday attacked Mr Yeltsin per- 
sonally over his handling of the 
Chechen conflict 

His decision to use force to 
crush Chechnya's independence 
bid has resulted in the deaths of 
more than 30,000 people and cre- 
ated 415,000 refugees. 

Mr Yeltsin has been criticised 
by liberal political opponents for 
starting the war in the first 
place, bat he is also coming 
-under- fire- from -hardliners for 
failing to see the conflict through 
to its conclusion. 

Mr Vladimir Zhirinovsky, 
leader of the ultra-nationalist 
Liberal Democratic party of Rus- 
sia and declared presidential can- 
didate. yesterday called for Mr 
Yeltsin to crush the Chechens. 

"If you do not destroy the fight- 
ers within a month, if you do not 
burn their bases, wherever 
they are, burn them with 
napalm . . . you. Boris Nikolay- 
evich, will lose the election on 
June 16 and I will do It on July 

Continued on Page 10 


UK urges 
Nigeria to 
free FT 
journalist 

By Quentin Peel, Foreign Editor 


The British government called 
yesterday for the prompt release 
of Mr Paul Adams, the Financial 
Times correspondent in Nigeria, 
who has been detained by the 
country's slate security service 
since lost Thursday. 

The Nigerian acting high com- 
missioner in London was sum- 
moned to the Foreign Office to 
be told of the government's con- 
cern. 

Mr Jeremy Hanley, minister of 
state al the Foreign Office, told 
tbc British parliament that the 
government was "pushing for an 
early release” for Mr Adams, 38, 
who is being held iu Port Har- 
court, in eastern Nigeria. 

Mr Hanley, who was respond- 
ing to a question by Mr Tom 
King, the former Conservative 
defence secretary, said that Mr 
Adams was “apparently being 
well looked after but, of course, 
he should be released". 

For the third successive day, 
senior Nigerian security officials 
in Lagos and Port Harcourt 
repeated assurances that Mr 
Adams' release was imminent. 

Hopes Tor his freedom rose 
after news that be had been 
transferred from the custody of 
the state security service to the 
state intelligence and investiga- 
tion bureau of the Nigerian 
police. He was also yesterday for 
the first time allowed unres- 
tricted consular access as well as 
fresh clothing. 

Senior Nigerian businessmen 
and officials In Lagos, who have 
been making representations to 
the authorities on his behalf, 
expressed cautious optimism. 

Mr Richard Lambert editor of 
the Financial Times, welcomed 
the news, but said Mr Adams' 
detention rett&Lt.sd a matter of 
"considerable concern”. 

He added: “Paul was on an 
assignment for the newspaper, 
reporting from the region on a 
story of international concern. 
There has been no suggestion he 
was operating in anything bat 
the pursuit of his journalism. 

“We very much hope that the 
Nigerian authorities act without 
any farther delay to release him, 
and allow him to carry on with 
his normal duties.” Mr Adams 
was arrested by the state secu- 
rity service in Bori, the main 


Continued on Page 10 


Russian robfifirs stt on top of an armour e d personnel Carrier as It leaves the town of Kizlyar, which was 
raided to hostages by Chechen rebels on Tuesday pumtaui* 


UK footballers to challenge 
operation of transfer market 
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By Robert Rk» and Simon Kupor 
in London 

P lans which could revolutionise 
English football and destroy the 
lucrative multi-million pound 
transfer market will be unveiled 
at a meeting of players and dub 
managers today. 

The move comes in response to 
the negative reaction of the 
English football authorities to 
last month's European Court of 
Justice judgment in the Jean- 
Marc Bosnian case. 

The players are planning a 

legal challenge to a transfer sys- 
tem they claim prevents them 
from negotiating their own deals 
when their contracts expire. 

•they are also proposing to set 
up a commercial mganlsation to 
represent their interests in place 

of their union. 

The Luxembourg Court ruled 
that the European transfer sys- 
tem wa s unlawful. But the judges 
made it dear their ruling only 
applied to cross-border transfer of 
players in the European Union. 

MOst of the EtTs football asso- 
ciations took that to meafi theif 
domestic transfer systems were 
unaffected by the judgment 


But players want to be free to 
negotiate their own futures once 
their contracts expire. 

The meeting is the brainchild 
of Mr Jonathan Ebsworth, a part- 
ner of London solicitors Reid 
Monty and Mr Steve Davies, the 
media manager of Vtony Jones, 
the Wimbledon midfield player. 

Having learnt from Mr Jones 
that players were angry that 
their union, the Professional 
Footballers' Association, was not 
supporting their position, they 
wrote to the players and manag- 
ers of all clubs south Of Notting- 
ham asking them to attend the 
meeting. 

"We will be putting forward 
co mm ercial proposals which 
could put an extra £100,000 a year . 
in the pockets of every Premier 
League player.” Mr Ebsworth 
said yesterday. 

He wants to establish a system 
similar to that which operates in 
the NBA basketball league In the 
US where players are free agents 
once their contracts expire. 

At present English football 
clubs can demand a transfer fee 
even where a player is out of 
contract Most dubs cany play- 
ers as assets on their balance 
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sheets and they are deemed to 
have residual value even when 
their contracts expire, 

A system under which players 
are free agents would destroy a 
transfer market which has dou- 
bled to £lD0m (3154m) in the UK 
in the past two years, ami wipe 
millions off dub balance sheets. 

Mr Ebsworth said a new com- 
mercial body with players as 
shareholders and on the board 
was needed to represent their 
interests. 

The meeting will be told that 
had the court gone on to consider 
whether the transfer system was 
contrary to European competi- 
tion rules it would almost cer- 
tainly have struck down all 
domestic transfer systems as 
anti-competitive. 

Mr Ebsworth confirmed that 
one purpose of today’s meeting 
was to discover whether any 
player or dub would be prepared 
to bring a test case. Also today, a 
Premier League delegation will 
be in Brussels asking the Euro- 
pean Commission to clarify the 
Beaman ruling. 

Venables to quit, Page 6 
Editorial Comment, Page 9 


A credit 
insurer that's 
ready with 
the readies. 


With l > of capital to everv CJ of claims, 
we have the money reach to pay your 
claim within 30 da vs. 


Coface LBF 


Don’t sign until we’ve quoted. 

A-k a <- ii'lil brokvr lor dil.iiC nr (.ill 0171 .>’> 702fl. 


*:■ THE 




■J1U..- a 5E5 B5 " 


,: ai 











NEWS: EUROPE 



De Rossa: critical 


Cabinet 
split over 
Irish plan 
to cut 
benefit 


By John Murray Brown 
in Dublin 


Ireland's social welfare 
minister. Mr Prionsias de 
Rossa. yesterday attacked as 
“soundbite economics" the pro- 
posals of Mr Richard Bruton, 
his counterpart at the enter- 
prise and employment minis- 
try. to cut unemployment ben- 
efit to school-leavers. 

The dispute, which has pit- 
ted business interests against 
labour, is the first sign of dif- 
ferences since Mr John Bruton, 
the Fine Gael leader and 
brother of Richard, formed his 
three-party coalition at the end 
Of 1994. 

The proposals underscore 
the policy tensions between 
Fine Gael, with its small busi- 
ness and rural middle class 
supporters tending to be pro- 
market. and the more urban- 
ised left-of-centre parties - Mr 
Dick Spring's Labour and the 
Mr de Rossa 's Democratic Left 
- which have adopted a more 
interventionist approach. 

The set-to comes as Mr 
Ruairi Q uinn , finance minister 
and a Labour party' member, 
puts the finishing touches to 
his budget, which he is due to 
present to the Dail (parlia- 
ment) on January 23. 

Ireland is currently the Euro- 
pean Union's best performing 
economy: gross national prod- 
uct is estimated to have grown 
by 6 per cent, according to the 
central bank's lat est quarterly 
bulletin. Public finances, too. 
are in robust shape, with debt 
sendee costs in 1994 lower than 
expected and tax receipts 
higber than forecast. As a 
result Mr Quinn has an esti- 
mated I£200m i$320ra) to offer 
by way of tax cuts, or addi- 
tional public spending. 

The budget has exposed 
coalition disagreements. Mr 
Pat Rabbitte. a Democratic Left 
junior minister, said budget 
giveaways should not be tar- 
geted at "the rich, high earners 
and the selfish in our society". 

“The better the news ou the 
economy, the louder the con- 
sensus for cuts in public expen- 
diture at the expense of the 
poor, the unemployed and the 
marginalised," he said. 

Ireland has the EU's worst 
long- term unemployment, and 
Mr Bruton's plan envisages 
new subsidies for employers to 
take on those who have been 
out of work for a long time, a 
cut in employers' insurance 
contributions aimed at reduc- 
ing business costs, and reduc- 
tions in benefit for new 
entrants to the job market to 
encourage them to take work. 


Turkish killings 

Istanbul police yesterday 
identified three members of a 
far-left urban guerrilla group 
as the killers of Mr Ozdemir 
Sabanci. member of one of Tur- 
key's most powerful business 
families. John Barham reports 
from Ankara. Earlier, busi- 
nessmen believed the killings 
were a gangland assassination. 
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Solana seeks to win over Russia 


By Bruce Clark in Brussels 

Nato's new secretary general, 
Mr Javier Solana, pledged him- 
self yesterday to launch a 
"charm offensive r aimed at 
winning the confidence of Rus- 
sia and overcoming its intense 
suspicion of the alliance. 

Mr Solana. until recently 
Spain's foreign minister, said 
that he wanted to draw Russia 
into much deeper co-operation 
with Nato and convince Its 
leadership that the 16-member 
western defence club had no 
hostile intentions towards 
Moscow. 

He was speaking on the eve 
of his first visit to former 
Yugoslavia, where 1.500 Rus- 
sian troops are about to join 
the 60 , 000 -strong peace imple- 
mentation force (Tfor> which 
Nato has organised. 

Mr Solana will be visiting 
Zagreb. Sarajevo and Belgrade, 
and trying to use his influence 
to avert a mass exodus of Serbs 
from suburbs of the Sarajevo 
due to be transferred to Bos- 
nian government authority. 

Asked if the transfer of con- 
trol over the suburbs could be 
delayed, as local Serbs were 
demanding. Mr Solana said the 
peace agreement explicitly 
ruled out any change of time- 
table on political grounds. 
Nato's commanders did have 
the power to adjust it on tech- 


nical or practical grounds. 

The Nato chief said he hoped 
for a meeting soon with Mr 
Yevgeny Primakov, the hawk- 
ish Russian official who took 
charge of the foreign ministry 
this week after four years as 
head of the external intelli- 
gence service. 

“He is an intelligent person, 
with a solid background, who 
worked closely with [ex-Presi- 
dent] Mikhail Gorbachev." Mr 
Solana said of Mr Primakov, 
playing down the Russian offi- 
cial's recent role as a tough 
critic of Nato's p lans to expand 
eastwards. 

Mr Solana said that Russian 
criticism of Nato reflected elec- 
toral pressures in Moscow and 
certain “misperceptions which 
we have to clarify" by setting 
out Nato's intentions more 
clearly. "We will continue to 
explain that Nato is not enlarg- 
ing against anybody." he 
added. 

He said he had received 
encouraging signals from Rus- 
sia yesterday over its contribu- 
tion to the alliance's peace mis- 
sion in Bosnia. 

Mr Vitaly Churkin. Moscow's 
ambassador to Nato, indicated 
that Russia was ready in the 
co ming days to sign a set of 
accords that would formally 
authorise the despatch of its 
troops to serve alongside the 
US contingent in Bosnia. This 


would include an agreement on 
political consultations over 
Bosnia which Russia insisted 
on negotiating last November, 
only to lose interest in the 
accord over the subsequent 
weeks. 

The recent signals from Mr 
Primakov would suggest that 
he is likely to give a sceptical 
hearing to Nato's blandish- 
ments. 

He is assumed to be one of 
the instigators of a new Rus- 
sian argument, heard with 
increasing frequency since last 
autumn, that Nato expansion 
would leave Moscow with no 
choice but to upgrade the role 
of short-range nuclear weapons 
in its defences. 

In 1993, Mr Primakov took 
the unusual step of declassify- 
ing a study by bis intelligence 
service on the issues surround- 
ing Nato enlargement It pre- 
dicted that many west Euro- 
pean countries would resist US 
pressure for early enlargement 
because their own interests 
could be damaged. 

However, if Mr Solana suc- 
ceeds in arranging a trip to 
Moscow and receives a polite 
hearing, it will be a consider- 
able diplomatic coup. He would 
be the first Nato secretary gen- 
eral to visit Russia since 1992 - 
a time when Russian senti- 
ment was far more pro-western 
than now. 



SPY CHIEF NAMED AS ESPIONAGE LAWS CHANGE 


Russian President Boris Yeltsin 
appointed a new foreign intelligence 
chief yesterday and signed a new law 
on how the country's spies should 
work, Reuter reports from Moscow. 

Itar-Tass news agency said Colonel- 
General Vyacheslav Trubnikov would 
replace new foreign minister Yevgeny 
Primakov as head of Russia's Foreign 
Intelligence Service, one of the organi- 
sations which succeeded the KGB secu- 
rity police. Mr Trubnikov, 51, Is an 
Asian affairs specialist and was a 


career intelligence officer with the 
KGB. He was previously first deputy 
director of the service. 

“1 looked at him and I understood 
that he is a highly qualified profes- 
sional with great authority among his 
colleagues,'' Interfax news agency 
quoted Mr Yeltsin as telling Russian 
reporters. 

Mr Trubnikov will be the first Rus- 
sian spymaster to work under new leg- 
islation approved by the State Duma 
lower house of parliament last month 


and signed by Mr Yeltsin yesterday. 

The law, an attempt to bring order 
into the unruly spying world, says the 
intelligence services must report to the 
president and parliament and use "a 
combination of open and secret meth- 
ods and tactics''. 

It says intelligence activities must be 
carried out "in accordance with the 
principle of legality and respect for 
human rights and freedoms". 

Separately. Mr Yeltsin signed a 
decree limiting phone taps and the 


unauthorised collection of information 
ou firms and individuals. But Tass, 
which reported the decree, gave no 
details of how it would work. 

Phone taps and surveillance were 
common in Soviet days and the secret 
police was an instrument in guarantee- 
ing control over all walks of life. But 
the security services have kept a lower 
profile since file superpower fell apart. 
But Mr Trubnikov said last year that 
the West and the NATO alliance could 
still be considered Russia’s enemy. 


Nato seeks Serb aid to halt violence 


By Laura Saber in Belgrade 

Admiral Leighton Smith, 
commander of the Nato-led 
Implementation Force flfor) in 
Bosnia, yesterday said Presi- 
dent Slobodan Milosevic of 
Serbia had promised to use his 
influence to stop violence 
which could undermine the 
ambitious peace agreement 

Discussing Tuesday's gre- 
nade attack in Sarajevo which 
killed one person and wounded 
six others. Admiral Smith said: 
“The president agrees with me 
100 per cent that this was a 
heinous act, an act of a terror- 
ist, an act of an individual who 
himself or herself was trying to 
do damage to the peace agree- 
ment." 

Admiral Smith also tried to 
allay Serb fears about retalia- 
tion for the war by their for- 
mer Moslem neighbours. Serbs 
in Bosnia have threatened to 
stage a mass exodus unless 
they are given autonomy. 

“I told the president that 



Sarajevo is one of my biggest 
concerns right now. I hope that 
the citizens in Sarajevo, partic- 
ularly the Serb citizens, will 


not Dee the city in large num- 
bers. that they will elect to 
stay." he said. But local reports 
yesterday said Serbs were 


exhuming their dead relatives 
and had already begun to set 
fire to their houses before 
leaving the region. 


Mr Mate Granic, the Cro- 
atian foreign minister, ni«n vis- 
ited Belgrade yesterday, meet- 
ing Serbian leaders in a move 
towards full normalisation of 
relations between Croatia and 
Serbia. It was the most senior 
visit by a Croatian official 
since war erupted in 1991. 

Overnight on Tnesday, 
Croats and Moslem exchanged 
fire in Mostar, the divided 
southwestern city. Two rocket- 
propelled grenades were fired 
from the Croat-held part into a 
Moslem military camp. 

Mr Hans Koschnick, the EU 
administrator of Mostar, ques- 
tioned whether Zagreb was 
serious about maintaining the 
Moslem-Croat- federation, 
which ended a year of fighting 
in February 1994. “If I get the 
impression that the Croatian 
side does not want a federation 
and a united Mostar, then we 
have nothing to do here." he 
said, calling on the presidents 
of Bosnia and Croatia to rein 
in both sides. 


Partisan divide in race 
for non-partisan post 


Mario Soares: 
a president for 
all Portuguese 


By Peter Wise in Lisbon 

" Band id u! Bandido! You'll get 
□o votes here!" Unemployed 
workers were advancing men- 
acingly towards Mr Anibal 
Cavaco Silva, the conservative 
candidate in Portugal’s presi- 
dential election, as his cam- 
paign caravan pulled into Bar- 
reiro. a depressed industrial 
town south of Lisbon. 

Mr Cavaco Silva, whose 10 
years as prime minister ended 
sourly with his centre-right 
Social Democrats (PSD) being 
defeated by the Socialists in a 
general election in October, 
clambered on to the roof of his 
car to calm the crowd as secu- 
rity men scuffled with the 
demonstrators. “Some of you 
may not have agreed with 
everything 1 did in govern- 
ment," he shouted. "But now 
it’s a case of choosing the best 
man to steer us into an uncer- 
tain future." 

Knowing from the opinion 
polls that Mr Jorge Sampaio. 
the Socialist candidate, is the 
helmsman voters are expected 
to choose on Sunday, Mr 
Cavaco Siiva is using such 
incidents to present the elec- 
tion as a crucial choice 
between political stability or a 
dangerous concentration of 
power in the left. 

Barreiro. a stronghold of the 
hard-line Communist party, 
suffers from all the social and 
economic problems that the 
left attributes to Mr Cavaco 
Silva's government. 

The next day be was telling 
rallies: “The demonstration of 
intolerance in Barreiro is an 
indication of what could hap- 
pen in Portugal without a 
voice of moderation in the 


presidency. Electing a Social- 
ist would be like being in a 
rowing boat with only one oar 
- the country would go round 
in circles." 

Mr Cavaco Silva is staging 
an aggressive final sprint that 
has brought him within reach 
of bis rival, according to an 
extensive opinion poll that 
gives him 42.7 per cent of the 
vote compared with Mr Sam- 
paio’s 45.4 per cent He is step- 
ping up pressure on Mr Sam- 
paio, a former Socialist party 
leader who stepped down as 
mayor of Lisbon to run. 

His campaign machine, 
appealing to voters in the 
more conservative north, 
warns that Mr Sampaio could 
support a government coali- 
tion between the Socialists, 
who are four seats short of an 
overall majority in parlia- 
ment, and the Communists. Mr 
Jertnimo de Sousa, the Com- 
munist candidate for presi- 
dent. withdrew on Monday 
and called on his supporters to 
vote for Mr Sampaio. 

Mr Sampaio, presenting him- 
self as a non -divisive candi- 
date who would represent all 
parties, accuses his adversary 
of seeking “revenge" for the 
PSD's removal from govern- 
ment by becoming a president 
bent on obstructing Mr 
Antonio Guterres, the new 
prime minister. 

As tension rises, both sides 
claim the election of their 
opponent would be a threat to 
stability and undermine Portu- 
gal’s efforts to meet the con- 
vergence targets for European 
economic and monetary onion. 
The Socialists warn that Mr 
Cavaco Silva, if elected, would 
seize the first opportunity to 


call an election and bring the 
PSD back to power. The PSD 
say Mr Sampaio might imme- 
diately dissolve parliament to 
the hope that the Socialists 
would be returned with the 
majority it now lacks. 

Portugal's president acts as 
an arbiter of political disputes 
with the power to dissolve par- 
liament and call a general 
election. He also has a veto 
that can delay but not perma- 
nently block legislation. 

In the style of constitutional 
monarchs who wear no politi- 
cal colonrs, the two candi- 
dates. who are both 56, pres- 
ent themselves as impartial 
representatives of all voters. 
Mr Cavaco Silva's biggest 
asset is the prestige and expe- 
rience of 10 years as prime 
minister. A self-made man 
from a modest provincial back- 
ground. he is respected as 
hardworking, honest and 
determined. 

Against him weighs the leg- 
acy of a government beset by 
allegations of patronage, 
sleaze and inefficiency in its 
last years and what opponents 
portray as an arrogant, 
authoritarian manner. 

Mr Sampaio identifies with 
the social concern and politi- 
cal tolerance that have made 
President Soares papular. A 
lawyer from a liberal Lisbon 

family, he was. unlike his 
adversary, an active opponent 
of Uk Salazar dictatorship as a 
student leader. 

Opponents depict his radical 
sympathies in the aftermath of 
the 1974 revolution and leader- 
ship of a Socialist-Communist 
coalition in the Lisbon city 
council as his possibly fatal 
flaw. 


Both the candidates to succeed 
Portugal's President Mirio 
Soares in the election on Sun- 
day have made emulating bis 
defence of democracy, open- 
mindedness and underlying 
optimism part of their own pro- 
grammes. Even Mr Anibal 
Cavaco Silva, a former oppo- 
nent, is keen to lay claim to his 
political legacy, icriles Peter 
Wise. 

A founder of the Socialist 
party and three times prime 
minister, Mr Soares, 71, steps 
down in March secure in the 
knowledge that he could 
almost certainly have been re- 
elected with a landslide major- 
ity if the constitution did not 
bar him from a third consecu- 
tive term. 

Breathing life into the text of 
a new constitution written 
after the overthrow of the Sala- 
zar regime in 1974, he estab- 
lished the president's role os a 
moderator of political conflicts, 
a safety valve through which 
to express discontent and an 
unfailing voice of encourage- 
ment. 

Mr Soares and Mr Cavaco 
Silva, whose temperaments are 
as for apart as their political 
convictions, co-habitated 
uneasily during their decade 
together as president and 
prime minister. 

The relationship came under 
increasing strain after 1994 
when Mr Soares suggested too 
much power was concentrated 
in Mr Cavaco Silva's hands. 
The prime minister's support- 
ers accused the president of 
trying to turn the country 


against the government 

Mr Soares set Portugal on 
course for membership of what 
is now the European Union. 
But bis terms as prime minis- 
ter. involving fractious coali- 
tions and struggles to free the 
government of military tute- 
lage, were more troubled and 
the stern measures he took to 
discipline the economy left him 
unpopular. Today, be readily 
acknowledges a distaste for fig- 
ures. 

After narrowly defeating a 
right-wing candidate in 1986, 
he went on to become an 
increasingly popular president. 
He was re-elected by an over- 
whelming majority in 1991. “He 
is a man at ease in any situa- 
tion with a warmth and a spon- 
taneity that have helped the 
Portuguese feel good about 
themselves," says a Lisbon 
banker. 

In a famous campaign 
phrase, Mr Soares described 
himself as “socialist, republi- 
can and lay". The warm rela- 
tions he has since established 
with other political parties, 
Portugal’s royal family and the 
Catholic Chnrch are a fulfil- 
ment of his pledge to be an 
impartial president of all the 
Portuguese. 

He says he is retiring from 
politics to write his memoirs. 
However, he is an asset Portu- 
gal may find difficult to 
replace. According to a recent 
opinion poll, most Portuguese 
want him to remain politically 
active and almost half think he 
should seek a new role in the 
Socialist party. 


EUROPEAN NEWS DIGEST^ 

Bundesbank 
eases repo rate 

The Bundesbank’s closely watched securities repurchase 
Craw) rate came down another notch yesterday, while rcg oaaj 

members of the German central bank's council held out me 
possibility of further cuts in the discount and lombard rates as 
the economy weakened. The repo rate eased from 3.75 per cent 

to 3.73 per cent. ^ . 

The Bundesbank switched back to a variable rate tender 
with commercial banks after three weeks of fixed rate 
transactions. Economists expect the repo rate to decline 
further after last month's half percentage point cuts in the 
discount and lombard rates to 3 per cent and 5 per cent 
respectively. _ _ , , . 

Mr Hans-Jttrgen Krupp, head of the regional central bank in 
Hamburg, yesterday said the Bundesbank still had scope to 
cjiqA policy further in view of the modest rate erf inflation. Mr 
Helmut Hesse, head of the centra) bank for Bremen, Lower 
Saxony and Saxony-Anhalt, said on Tuesday that the 
Bundesbank could cut interest rates further in 1996. since its 
money supply policy was now on an expansionary coarse. 

■ Belgium's National Bank yesterday cut its central market 
rate to 3.70 per cent from 3.75 per cent The rate an advances 
to institutions within credit ceilings was cut to 435 per cent 
from 5.0 per cent Andrew Fisher, Frankfurt. AFX, Brussels 

Brussels clears Interkom venture 

The European Commission said yesterday it had cleared the 
Interkom telecom services joint venture between British 
Telecom and Viag, the German energy-based conglomerate. 

It also cleared a joint venture between Philips Media 
Services, Westdeutsche Landesbank's Thomas Cook Group 
and South Africa's Leisureplan; passed a joint venture 
between Ciba-Geigy and the Veba subsidiary, Roeiun, which 
will merge the two group's activities in special dye stuffs and 
chemicals for leather and peltproduction and processing. 
Br ussels also dropped its inquiry under EU merger rules into 
Channel Five Broadcasting, which holds the licence for the 
UK's fifth terrestrial TV charmeL 
The Commission said the Interkom venture, in which BT 
and Viag will each have a 50 per cent stake, would bring added 
competition to the German market, dominated by Deutsche 
Telekom, by opening it up to several competing alliances. BT 
has a small level of sales in Germany in its own right, while 
Viag is more active in electricity markets. While dropping its 
inquiry under EU merger rules into Channel Five, the 
Commission will spend two months scrutinising under 
broader EU competition regulations the joint ownership of the 
channel by MAI, Pearson Television, Compagnle 
Luxembaurgeolse de Telediffusion, and Warburg Pincus 
Ventures. Brussels. AFX 

US role in Council of Europe 

The Council of Europe's parliamentary assembly yesterday 
voted to give the US observer status in the 38-nation body. 

This reflects heightened American interest in the 
Strasbourg-based organisation, which is soon likely to take in 
Russia as a full member. 

The parliamentary assembly, which has played a leading 
role in encouraging and supervising democratic procedures in 
eastern Europe, is due to debate Russian membership on 
January 25- 

The assembly’s political committee has already approved 
Russia's application, and Russia could join the Council of 
Europe by March provided the Duma, the Russian parliament 
where communists and nationalists made gains in last 
month's elections, does not object 
Mr Daniel Tarschys. a Russian-speaking Swede who is the 
Council of Europe's secretary general said that it was 
important for the Council “to step up cooperation with the 
US, with a view to promoting stability in the new democracies 
of central and eastern Europe". David Buchan, Paris 

French politicians lose appeals 

The Lyons appeal court yesterday showed little mercy in the 
city's political corruption case, increasing the sentences on the 
convicted former mayor of the city, Michel Noir, his son-in-law 
Pierre Botton and several other defendants. 

The court ordered Botton to serve three-and-a-half years in 
jaD, with another 18 months suspended, and upheld a FFr2m 
($400,400) fine for his role in organising an illegal political 
funding scheme. 

The two politicians in the case, Noir, who is still a National 
Assembly deputy for Lyons, and Michel Mooillot, the mayor of 
Cannes, were given 18 months suspended sentences and fined 


FFr200,000 each. 

Like Botton, they said they would launch a further appeal 
during which the court order barring them from political 
office for five years will not take effect 
The court had harsh words for MouiDot who argued that his 
re-election last June as mayor of Cannes morally exonerated 

It said it was “forjudges, not voters” to pronounce on the 
law. By contrast, the appeals court merely confirmed the 
15-month suspended sentence and FFr200,000 fine on the best 
known defendant Patrick Poive d’Arvor, who is the star news 
presenter at TET, the country’s most widely watched TV 
channeL 

Poive d’Arvor, or PPDA as he is universely known, also said 
he would make a further appeal. David Buchan 

State may finance SNCF tracks 

The French state might relieve its debt-ridden SNCF rail 
company of the cost of building new rail tracks. Mrs 
Anne-Marie Idrac, the junior French transport minister, said 
yesterday. 

In an interview with Le Monde. Mrs Idrac said that with a 
1995 operating deficit which last month's strike helped double 
to FFrlTbn (S3.38bnj, SNCF could not generate enough income 
to repay its FFrl75bn debt “in large part due to the 
investments it has had to undertake". 

That was why the government had made debt reduction a 
key feature of the SNCF recovery' plan which the strike forced 
it to withdraw. 

The transport minister said it was therefore possible the 
state might step in directly to finance new rail lines, or let 
private investors help, as the European Commission has been 
pressing Paris to do. 

Mrs Idrac said she found hard ft to believe that private 
investors could be interested in funding lines for the 
high-speed TGV train with a high cost and slow rate of return, 
but that the government had an open mind on this. 

A project that could interest private investors was the 
planned TGV extension to Italy, from Lyons to Turin, she 
suggested. David Buchan 

Toys R Us targeted by unions 

Labour organisers from more than 20 countries launched a 
campaign yesterday to unionise thousands of workers at Toys 
R Us stores around the world. 

A two-day union conference declared the goal of forcing the 
US-based retailer to sign collective union agreements with 
employees at hundreds of stores in some 60 countries. 
Everywhere, the company is hostile to unions and usually 
refuses to even talk with union officials," a statement by the 
conference said. 

The action is being organised by the Geneva-based 
International Federation of Commercial Technical and 
Clerical Employees, known as FIET, claiming some 12m 
members in 70 countries. The campaig n was launched in the 
wake of a three-month Swedish strike at Toys R Us last year 
over the company’s refusal to sign a collective agreement with 
the Swedish sales clerks' union. 

The dispu te end ed in August when the company finally 
signed. The FIET leader, Mr Jan Furstenborg, said the unin n 
would try to persuade the company to sign collective 
agreements, but had no imme diate plans to organise strikes or 
boycotts. AP. Stockholm 





r 


FINANCIAL TIMES THURSDAY JANUARY 1 1 1996 


NEWS: EUROPE 


Commission alleges violation of 
EU law on restrictive practices 

Bayer group 

to appeal 

against fine 


By Lionel Barber In Brussels 
and Daniel Green in London 

Bayer, the German ehamteaie 
and pharmaceuticals company, 
said yesterday it would appeal 
against a EcuSm ($&9m) fine 
imposed by the European Com- 
mission for a “serious" viola- 
tion of European Union law on 
restrictive practices. 

The case involved Bayer's 
refusal to supply Adalat, the 
heart drug, to French and 
Spanish wholesalers who 
wished to re-export it to the 
US. where prices are higher 
than in the rest of Europe. 

The Commission said the 
Bayer group had been con- 
cerned about “parallel exports" 
of Adalat since at least the end 
of the 1980s, and had subse- 
quently set up an elaborate 
computerised system in Spain 
for tracking exporting whole- 
salers. Adalat is Bayer's second 
biggest selling drug, brin g in g 
in more than $lbn a year in 
worldwide annual sales. 

Bayer is one of many compa- 
nies that have been concerned 
at the rise of parallel imports, 
in which a drug made in north- 
ern Europe is bought at 
southern European prices and 
re-imported into northern 
Europe. 

In Bayer's case, French 
wholesalers found that Bayer 
France was no longer willing 
to supply them with all the 
quantities of Adalat which 
they ordered as long ago as 


September 1991. The same 
experience occurred in , sp*wy 
dating back to early 1989, the 
Commission said. 

Wholesalers in France f»y»A 
Spain tried to throw Bayer off 
the scent by spreading orders 
intended for export through 
their various agencies and 
other small wholesalers not 
subject to monitoring. 

When one of the wholesalers 
was discovered to be exporting. 
Bayer France and Bayer Spain 
penalised him by imposing suc- 
cessive reduction in the vol- 
umes of Adalat supplied. 

“All these practices engaged 
by Bayer France and Bayer 
Spain show that they subjected 
their wholesalers to a perma- 
nent threat of reduction in the 
quantities supplied, a threat 
which was repeatedly put into 
effect if the wholesalers did not 
compete with the export ban." 

The wholesalers, both in 
France and Spain, had shown 
by their conduct that they 
accepted the export ban. the 
Commission said. The agree- 
ments between producers and 
wholesale amounted to a 
restrictive practice in breach of 
Article 85 of EU law. 

In fixing the amount of the 
fine, the C ommis sion took into 
account the “serious" infringe- 
ment of EU law, but also the 
fact that pharmaceutical prod- 
ucts prices are not set autono- 
mously by companies but are 
governed by national rules and 
regulations. 


Paris cuts 
growth 
estimate 
to 2.6% 

By David Buchan in Paris 

The French government 
yesterday reduced to 2.6 per 
cent its estimate of how much 
the country's economy expan- 
ded last year, while an official 
survey put the “morale" of 
French households last month 
at its lowest ebb for eight 
years. 

In scaling his ministry’s 1996 
growth forecast from 2£ down 
to 2.6 per cent, Ur Jean 
Arthuis, French economy min- 
ister, was aligning himself 
with the estimate produced by 
the Insee statistics agency last 
month. However, he claimed 
the slowdown was only a pause 
and that growth would pick up 
later this year. 

Insee also reported yesterday 
that its index of the morale of 
French households, which 
essentially measures the differ- 
ence between optimists and 
pessimists, had fallen to its 
lowest point - minus 38 - 
since the index was started in 
1987. The Insee index had last 
year recovered from a low in 
mid-1993, only to fall sharply 
since last summer. 

But an aide of Mr Arthuis 
pointed out that Insee took its 
latest survey at the height of 
last month’s public sector 
strikes, and before December 
21 when the government 
ann ounced new tax breaks for 
people taking money out of 
savings schemes and money 
market funds to spend on con- 
sumer durables. 

The aide also pointed out 
that according to Insee’s 
December survey, households 
were 1 **^ inclined t h an before 
to save. Last year saw house- 
holds’ post-tax disposable 
income rise by 2.9 per cent the 
biggest rise in five years. The 
government hopes the French 
will this year start reducing 
their high savings rate of 14 
per cent and begin to spend. 

Mr Arthuis has said he 
would revise his 1996 growth 
forecast of 2^ per cent which 
accompanied last Septembers 
announcement of this year s 

budget, but his aide said yes- 
terday this revision might not 
come until March. Banque 
Indosuez yesterday Predicted 
the economy would expand by 
no more than 1-4 per cent this 

^Following Insee’s estimate 
that GDP grew by only 01 per 
cent in the last quarter of last 
vear, the government s revi- 
sion of its 1996 forecast is ob- 
tain to be downward. But 

despite calls from leading back- 
benchers in the ranks .of the 
conservative majority to post- 
pone a new welfare l^ ^r a 
year, the government has °nty 
delayed it from this month to 

February, citing technical dffii- 

cuities in putting .» P 1 ** 
new 0.5 per cent tax on an 
income to repay past social 
security debt 


Pasok set 
to survive 
censure 
vote 

By Kerin Hope m Athens 

Greece's governing Socialists 
were expected to survive' a 
censure vote in parliament 
late last night, but the bitter 
three-day parliamentary 
debate exposed deepening divi- 
rions within the party over 
Prime Minister Andreas 
Papandreou’s refusal to 
resign. 

Mr Costas Shnitis. the rebel 
former industry minister and 
one of two front-runners to 
succeed the prime minister, 
argued that the Panhell enic 
Socialist Movement was 
already committed to replac- 
ing the prime ministar, who 
has been in hospital for almost 
two months with critical lung 
and kidney problems. • - 

Referring to opinion polls 
showing that a dear majority 
of Pasok voters want a new 
prime minster, Mr Simitls 
added: “There’s a dear popu- 
lar message calling for a firm, 
transparent decision.” 

Deputies from the conserva- 
tive New Democracy party 
said that given Pasok’s 20-seat 
majority, they did not expect 
the censure motion to bring 
down the government, hut 
wanted to expedite Mr Papan- 
dr eon's departure from poli- 
tics. 

Pasok has set January 20 as 
the deadline for resolving the 
leadership question. But as Mr 
Papandreou’s condition 
improves, his closest political 
supporters are claiming it is 
premature to start discussing 
the succession. 

Doctors at the Onasseion 
Cardiac Hospital said that Mr 
Papandreou took a walk yes- 
terday in the corridor outside 
his room. But he is still on a 
respirator at night and is 
being fed through a tube in his 
stomach, they added. 

Foreign Minister Carolos 
Papoulias, one of several 
senior cabinet members whose 
careers are likely to end when 
Mr Papandreou goes, claimed 
it was “contradictory" to dis- 
cuss replacing the prime min- 
ister while he appeared to be 
recovering. 

Some prominent Socialists 
argue that if Mr Papandreou’s 
health goes an improving, he 
should postpone resigning 
nntfl an emergency party con- 
gress can be convened to elect 
a new leader. Given the par- 
ty's unwieldy bureaucracy. 
this would mean extending the 
political vacuum for another 
two or three months. 

If Mr George Papandreou, 
education minister and the 
prime minister’s eldest son, 
cannot make his father agree 
to step down before the Janu- 
ary 20 deadline, the central 
commit tee may have to appeal 
to Mr Papandreon to break the 
deadlock with a public state- 
ment from hospital In order to 
keep Pasok united. 


German industry and unions 
redraw battle lines over jobs 

Wolfgang Munchau on failure of this week’s unemployment talks 


Germany’s metal industry 


A fter only a short hill, 
hostilities between 
Germany’s trade 
unions and employers have 
Bared again this week over 
how to reduce unemployment 
IG Met all, the country’s engi- 
neering union, and metal 
industry employers failed ear- 
lier this week to reach a con- 
sensus over the “alliance far 
jobs" - a trade union offer of 
wage restraint in exchange for 
330,000 new jobs. Both sides 
walked out of the meeting hiss- 
ing at each other. 

Mr Elans Zwickel, IG Met- 
all’s president, first proposed 
the alliance idea at a trade 
union congress last November. 
He had to overcome much dis- 
sent, especially among the 
hard left who opposed what 
constituted the first public rec- 
ognition by the union of a link 
between the level of real wages 
and unemployment. 

Chancellor Helmut Ko hl and 
most of the German mwriia wel- 
comed the idea of such an alli- 
ance, but it put Gesamtmetall, 
the metal industry employers’ 
federation, in a difficult posi- 
tion. At first the employers 
appeared divided and confused, 
and uncertain how to react 


One leading industrialist pri- 
vately derided the plan as 
“populist trash", a sen timent 
shared by many colleagues 
who found the proposals 
utterly unacceptable, even 
though they might use less 
grtremg language in public. 

The German metal industry 
Is in the throes of change anJ 
companies are hard pressed 
to keep their current staff 
levels, let atone hire new work- 
ers. 

After months of prevarica- 
tion Gesamtmetall this week 
finally came out with a count- 
er-proposal - not even close to 
what Mr Zwickel had in mind. 
Gesamtmetall submitted a 
“collective emergency pro- 
gramme" based largely on 
labour market deregulation. It 
calls for pay restraint, lower 
entry-level wages, more work- 
ing time flexibility, and a 
greater regional devolution of 
the industrial bargaining pro- 


Mr Zwickel was furious and 
has been fuming over the 
employers' stance ever since. 
He threatened to rescind his 
alliance for jobs offer if no 
agreement is reached on Janu- 
ary 18, the data set for the next 


encounter, the last before both 
sides are due to meet Chancel- 
lor Kohl 

A day after the failed talks 
he said: “I cannot bide my dis- 
appointment Just on the day 
when the Federal Labour 
Office announced the news of 
3.&n unemployed, the highest 
we have ever bad in the Fed- 
eral Republic, the employers' 
federation tells us that they 
are not interested in an alli- 
ance for jobs.” He called 
Gesamtmetall's counter-offer 
“a catalogue of horrors to dis- 
mantle the collective bargain- 
ing process and the welfare 
state". 

M r Hans- Joachim 

Gottschol, the outgo- 
ing president of 
Gesamtmetall. called Mr 
Zwickel’s comments “unsus- 
tainable and malicious", 
accusing IG Metall of erecting 
roadblocks to a true 
alliance for jobs and competi- 
tiveness. 

In return, the union chief 
threatened to withdraw the 
offer of wage moderation if 
there was no deal With the 
threat, he reaffirmed that he 
saw the pay restraint offer as a 


real concession, one that would 
depend critically on a contrac- 
tual commitment by industry 
to increase employment 

Paradoxically, however, 

what appears to be an offer for 

unusual pay restraint could 
end up as an unusually large 
rise in industry’s wage bilL 

The alliance for jobs is a 
gamble for every party 
involved in the debate. Mr 
Zwickel is a highly regarded 
negotiator in the best IG Metall 
tradition, a n?"" with a stern 
poker-face that reveals not 
even a hint of emotion. Mr 
Gottschol, his counterpart by 
contrast is a part-time official 
who is leading an internally 
divided industry federation at 
a time of crisis. 

Whoever is in charge, 
Gesamtmetall has little leeway 
far generosity at present After 
the past year’s wage increase 
of between 6 and 7 per cent, 
combined with the effects of 
the strong rise in the D-Mark, 
Germany’s engineering 
industry Is currently in no 
mood, or position, to offer any- 
thing. 

The government, which 
forms an integral part of the 

allfanrft far jobs, ma y aim* find 
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it difficult to deliver its part of 
the bargain because of severe 
budget restraints. 

Mr Zwickel has calculated 
that the creation of 330,000 
jobs, including 10 per cent ear- 
marked for the long-term 
unemployed, would yield more 
than DM4bn ($2.7bn) in taxes 
and reduced social costs. But 
as part of its contribution to 
the alliance, the government 
would have to refrain from any 
further cuts in unemployment 
pay. 

Chancellor Kohl may yet use 
his authority to force IG Metall 
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and Gesamtmetall to reach 
some kind of deal. With about 
3m members, IG Metall is the 
largest trade union in Ger- 
many; other unions have sub- 
sequently come out with simi- 
lar suggestions, and are bound 
to follow whatever the metal 
industry agrees upon. 

Personally, Mr Zwickel has 
no doubt that his alliance for 
jobs, if enacted, would help the 
sluggish German economy, and 
especially the 4m unemployed 
- 6m if one includes oil those 
on special government-funded 
job schemes. 



KLM and Northwest Airlines have a service that’s in a class of its own. Experience the comfort of more legroom, seats with better 
recline, gourmet meals plus personal phone and video. Experience World Business Class. 

Contact your travel agent, your KLM or Northwest office or call +31 20 4 747 747. 
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HEWS: THE AMERICAS 

US budget chess players plot endgame 

Differences between Clinton and the Republicans have narrowed, says Jurek Martin 



Clinton: a settlement may be within reach Reuar 


T he great budget game of 
chicken has given way to a far 
more subtle battle of chess. 
The opponents can see the shape of 
the endgame but dare not yet set it in 
motion because the cost of a false 
move could be prohibitively high. 

Thus, for once. House Speaker Mr 
Newt Gingrich provoked little dissent 

when he laid out the three broad 
options facing the Republican-con- 
trolled Congress and President Bill 
Clinton following their mutual deci- 
sion on Tuesday to suspend negotia- 
tions on the balanced budget for a 
week. 

They were, be said: to reach an 
agreement; or for House Republicans 
to try and forge a pact with conserva- 
tive Democrats to pass a veto-proof 
balanced budget resolution; or to 
agree to disagree and send the issue 
to the country in the general election, 
in the process coming to some 
arrangement that would keep the gov- 
ernment functioning for the rest of 
the year. 

There are variations on his theme. 
The amicable nature of the remarks 
from both sides reflected an aware- 
ness of the pressure from the finan- 
cial markets, down sharply again yes- 
terday. to settle the issue sooner 
rather than later. Another is the pos- 
sibility that the Clinton administra- 
tion could also cut a deal with the 
congressional centre sufficient to iso- 
late the uncompromising right 
All may be explored during this 
period of reflection - which also 
allows Mr Clinton to visit the troops 
in Bosnia this weekend and Senator 
Bob Dole, the majority leader, to hit 
the primary’ campaign trail again. 

The crude numbers do suggest a 


narrowing of the differences over fed- 
eral health insurance programmes, 
welfare, discretionary spending and 
lax cuts. The Republicans, for exam- 
ple. have cut their demands for 
savings on Medicare from about 
$270bn to S168bn and the size of the 


tax cut from S2-J5bn to SITTbn. 

Both remain higher than the admin- 
istration’s latest positions - respec- 
tively Sl24bn on Medicare and S87bn 
in tax cuts - but some pundits have 
taken to suggesting that the two sides 
should now simply split the differ- 


ences. But, as Mr Dole put it bluntly, 
“this is not a debate about numbers, 
it's about policies.” White House offi- 
cials agreed, and Mr Clinton’s veto 
late on Tuesday night of the latest 
Republican welfare bill merely under- 
lined how wide the policy gulf 
remained mi particular issues. 

Complicating matters further is the 
attitude of the uncompromising 
Republican right-wing, which Mr 
Gingrich now can barely control. His 
two principal deputies in the House. 
Mr Dick Armey, majority leader, and 
Mr Tom DeLay, the chief whip, 
remain visibly unhappy with the 
Speaker’s determination to negotiate. 

Mr DeLay, now very much the voice 
of the radical fr eshm en, warned this 
week he was prepared simply to elimi- 
nate funds for any government 
agency conservatives did not like - 
specifically mentioning the National 
Endowment for the Arts - as a means 
of forcing a balanced budget 

Yet the prevalent opinion in Con- 
gress - and of the principal negotia- 
tors - is that another closure of gov- 
ernment is now to be avoided almost 
at all costs. This could happen on 
January 26. when the latest tempo- 
rary funding arrangement expires, 
but Mr Gingrich’s comments suggest 
that he no longer wishes to use this 
leverage in bargaining with the 
administration. 

A Washington Post/ABC poll yester- 
day demonstrated the extent of public 
discontent with Congress over the 
most recent three-week shutdown. It 
also gave Mr Clinton a 53-37 point 
lead over Mr Dole in the presidential 
race, though other polls have boosted 
the majority leader's standing and 
one this week gave him a small lead 


over the president 

Less clear is how far the Republi- 
cans intend to go in using the debt 
ceiling as a bargaining chip over the 
next month. Last week some conser- 
vatives spoke of impeaching Mr Rob- 
ert Rubin, the treasury secretary, for 
taking extraordinary actions to enable 
the US to keep paying its debts. But 
that produced the sort of swift nega- 
tive reaction from the financial mar- 
kets that now has both sides nervous. 

Nor will it be easy for the Republi- 
cans to cut a deal with the southern 
conservative Democrats sometimes 
called the Coalit ion and sometimes 
“blue dogs” (named alts- the animal 
that dominates the work of George 
Rodrigue, the popular painter from 
Louisiana). 

Mr Gingrich said Republican and 
Coalition balanced budget numbers 
were not far apart, which is true, with 
the sizeable exception of tax cuts. But 
on Medicaid, for example, the blue 
dogs insist, like the a dminis tration, 
on preserving the basic federal guar- 
antee of entitlement, whereas Repub- 
licans want the whole programme 
turned over to the states. 

And whatever emerges from the 
House faces, not for the first time, an 
uncer tain future on the more deliber- 
ative and moderate Senate. Mr Dole, 
for example, said he bad no Interest 
in Mr Armey's preference for forcing 
floor votes on the balanced budget 

Not that a vote on any thing would 
be manageable in the snowbound cap- 
ital The weather forecast had been 
for a clear sunny day yesterday but at 
midday the white stuff was back with 
a vengeance. Even the chess players 
in DuPont Circle had taken the day 
off. 


Guatemalan army relieved at Arzu poll win 


By Fiona Neill in Guatemala City 

Guatemala's traditional pillars of 
power, the army and the business 
elite, are breathing a collective sigh of 
relief over the victory of right-wing 
businessman Mr Alvaro Arzu in 
Sunday's presidential elections. 

Mr Arzu scraped to victory with 
51.22 per cent of the vote, thanks to 
support in Guatemala City, despite 
trailing populist lawyer Mr Alfonso 
Portillo in all but four of the coun- 
try’s 22 provinces. 

A career politician who has sur- 
rounded hims elf with able advisers. 
Mr Arzu won the vote on the back of 
a slick election campaign, despite his 


bland image. His victory is seen as a 
vote in favour of stability rather than 
a return to the strongman politics of 
the past. Mr Portillo was allied with 
the country's former military strong- 
man General Efrain Rios Montt. 

However. Mr Arzu and his National 
Advancement party, which holds the 
majority of seats in the legislature, 
face a tough battle if they want to do 
any thing more than endorse the sta- 
tus quo. Analysts say Guatemala’s 
fledgling democracy would be forti- 
fied by curbing the power of the army 
and reducing poverty through 
increased social spending. 

But Mr Arzu is shackled by the 
same alliances with the army and the 


small but powerful traditional busi- 
ness elite which emasculated the out- 
going government of President 
Ramiro de Leon Carpio and is 
unlikely to challenge their power. 
“We all know what he should do but 
we don't know whether he will feel 
the need to do it.” one western diplo- 
mat said. Democracy was restored in 
Guatemala in 1986 after decades of 
brutal military dictatorships and de 
facto rulers, but the army is still 
above the rule of law and at least 
shares the reins of power. 

Mr Arzu made early promises he 
would ensure the army -acts within 
its boundaries”. But analysts say he is 
already linked to the -army’s most 


powerful and artful officer, Gen Otto 
Perez Molina. Gen Perez belongs to 
the so-called reformist wing of the 
army, which favours peace negotia- 
tions with left-wing rebels and some 
reduction in the military’s numbers, 
but is opposed to any purging of cor- 
rupt members or officials involved in 
human rights abuses. 

Mr Arzu has promised to launch a 
180-day offensive to crack down on 
crime as soon as he takes office this 
Sunday. But to be effective the initia- 
tive must tackle the role of the secu- 
rity forces in crime rackets. A United 
Nations mission monitoring human 
rights has repeatedly said army mem- 
bers are responsible for politically 


motivated violations and organised 
crime rackets from drug smuggling to 
car theft and kidnap rings. 

Mr Ami’s roots in Guatemala’s 
exclusive white elite and the support 
he received from urban middle-class 
voters mean his promises to reduce 
rural poverty may fall by the wayside. 
To increase social spending he has to 
clamp down an tax evasion. Last year 
a proposal by the legislature to cri- 
minalise tax evasion was quickly 
dropped. 

Mr Aral's pledge to wrap up peace 
talks with guerrillas to end 
Guatemala’s 35-year civil war within 
the next seven months may also 
prove a little hasty. 


AMERICAN NEWS DIGEST 

Brazil attacked 

over indian law 

Brazil has been widely criticised by human „ - 

indigenous groups for a new law governing tb<? demarcation of 
fawflaw land, passed by presidential decree earlier this week. 

Critics fear the new rules will delay the already slow 
demarcation process and could make it easier for business 
groups and politicians to block the handing over to Indian 
groups of land rich in mineral and natural resources. 

The new law establishes that non-indians who feel 
prejudiced by a demarcation can enter a process of complaint. 
The government feared without such a change the previous 
land lavv could have been challenged as unconstitutional. 

Mr Nfimario Miranda, president of Congress' human rights 
commission, called the new rules a “disastrous initiative 
which could spur violence against indians from fanners, 
loggers and illegal gold min ers, groups which regularly invade 
Indian areas. He feme opponents of the Indians, who often 
Include powerful local politicians and businessmen, will use 
the new rules to dog up the process with complaints and legal 
actions. Angus Foster, Sao Paulo 

Chile pension fund losses 

Chile’s private pension funds registered their first ever losses 
last year - a negative return on investment of 2J> per cent in 
real terms. Mr Julio Bustamante, who heads the industry’s 
supervisory body, said the main reason for the losses was the 
funds’ lack of a well diversified share portfolio. More than half 
their share Investments, representing just under 40 per cent of 
their total portfolio, is in the electricity sector, where prices 
were depressed last year. The funds, known as AFPs, had 
assets of £25.4bn under management at the end of last year. 

Mr Bustamante was op timis tic the fluids would diversify 
into new areas in the next couple of years. He was also 
confident a new mechanism allowing investment outside Chile 
would take off and projected an outflow of S1.5bn in the next 
two years into a limited range of government bonds and 
shares in Latin America, as well as in OECD countries and 
emerging markets. Imogen Mark, Santiago 

Two Peru ministers sacked 

Two of Peruvian President Alberto Fujimori’s longest-serving 
cabinet ministers have been removed in a surprise reshuffle. 
The ministers of defence and justice. General Victor Males and 
Mr Fernando Vega Santa Gadea, had both served more than 
four years in their respective posts. The resignation of Mr 
Juan Castilla Meza, transport and communications minister, 
has also been accepted. 

The new defence minister, sworn in on Tuesday evening, is 
retired General Tomas Castillo Meza, a former 
inspector-general for the army. The justice portfolio goes to Mr 
Carlos Hermoza Moya, who led the Peruvian state's legal 
action against forma- president Mr Alan Garcia Perez. The 
transport portfolio r emains vacant. Sally Bowen, Lima 


California paddle beatings urged 

Conservative Republicans in California's state assembly have 
revived a proposal to bring back corporal punishment for 
juvenile offenders. 

The bill, which would allow judges to order parents of 
children fonnd guilty of graffiti vandalism to dish out up to 10 
strokes with a wooden padcQe. is expected to be voted on this 
summer. The move comes in the van of a broader attack on 
juvenile crime expected from the office of Governor Pete 
Wilson, who earlier this week proposed harsher treatment for 
young criminals. Christopher Parkes, Los Angeles 


NEWS: ASIA-PACIFIC 


Socialist set to be Japan’s finance minister 


By wnHam Dawkins 
and Agencies in Tokyo 

A 66-year-old socialist with no 
experience in government is set today 
to become Japan's next finance minis- 
ter after Mr Ryutaro Hashimoto, due 
to be chosen as premier, failed to per- 
suade senior colleagues from his cen- 
tre-right Liberal Democratic party to 
take the job. 

Officials of the three-party ruling 
coalition said Mr Wataru Kubo. secre- 
tary general of the Social Democratic 
party, had taken the job after initially 
also refusing it. His acceptance, which 
flew in the face of SDP officials' 
advice, is likely to bring him the addi- 
tional title of deputy prime minister. 

Mr Kubo. a former schoolteacher, is 


a member of the upper house of the 
Diet (parliament). 

The finance Job used to be highly 
desired as one of the few cabinet posts 
with real influence. But the next 
incumbent will come under immedi- 
ate attack from a newly aggressive 
opposition, against the previous LDP- 
dominated government's unpopular 
decision to allocate at least Y685bn 
($6.5bn) of public cash for the liquida- 
tion of bankrupt private sector bous- 
ing loan companies, or jusen. 

The new finance minister will also 
be called on to deflect attacks on Mr 
Hashimoto himself, who was finance 
minister from 1989 to 1991 when the 
jusen were lending heavily to the 
overvalued property schemes which 
caused their collapse. On top of this, 


it is widely accepted that far more 
public money will be needed to bail 
out depositors in ailing financial insti- 
tutions. 

The combative Mr Hashimoto is to 
succeed Mr Tomfichi Murayama. SDP 
chairman, after his surprise resigna- 
tion as prime minister last week. Mr 
Murayama has held the post for the 
last 13 months in a government other- 
wise dominated by the LDP. 

Mr Seiroku Kajiyama. a senior 
member of the LDP's most powerful 
faction and a former trade minister, 
refused three offers to take the 
unpopular and politically dangerous 
finance job. said parr.' officials. 

He told Mr Hashimoto. president of 
the LDP. that he would have to find 
someone “prepared to die" for 


him as the next finance minister. 

Mr Hashimoto had felt that Mr Kaji- 
yama is one of the few politicians 
strong enough to push the jusen plan 
through parliament, without irrepara- 
ble damage to bis own future. He is 
instead expected to be appointed chief 
cabinet secretary, the government’s 
main spokesman. 

Other possible candidates fear the 
finance ministry had included Mr 
Kosuke Hort a former education min- 
ister. who has political links with 
agricultural co-operatives, the main 
beneficiaries of the jusen plan. 

Despite the difficulties of forming a 
cabinet, Mr Hashimoto’s path to 
become Japan's fifth prime minister 
in three years was otherwise 
smoothed yesterday. The opposition 


New Frontier party, led by his life- 
long rival, Mr Ichiro Ozawa, tempo- 
rarily dropped its plan to resign from 
parliament en masse in an attempt to 
precipitate a general election. 
Younger members of the party felt 
they had little chance of regaining 
their seats, said officials. 

With that threat in abeyance. Mr 
Hashimoto should easily win this 
afternoon’s vote in the lower house of 
parliament. His coalition, with the 
SDP and New Harbinger party, has a 
38-seat majority. A small number of 
SDP members are expected to defect, 
in protest at the chan ge of leadership 
from their party leader to the LDP, 
but defections are also expected from 
the opposition, which has Its own 
divisions. 


Disputes threaten HK port deal 


Hong Kong terminal development 
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A political agreement 
this week over expand- 
ing Hong Kong's con- 
tainer port is set to be under- 
mined by private sector 
wr angling , as the two biggest 
operators have so far failed to 
strike a deal over the proposed 
realignment. 

Rationalising the ownership 
of the berths is called for under 
the agreement announced in 
Beijing on Tuesday by Mr Mal- 
colm Rifkind, British foreign 
secretary. But the various pri- 
vate sector operators, talks 
among which have been going 
on for months at the encour- 
agement of the Hong Kong 
government, have remained at 
an impasse. 

Mr Tony Clark, secretary of 
the Port Development Board, 
said: “Tuesday's agreement 
was very helpful; it cleared one 
major blockage. What we have 
to do now is capitalise oo it. 
and we know that's going to be 
difficult." „ 3 

The agreement Mr Rimed 


said he had struck with the 
Chinese government in effect 
put the ball into the private 
operators' court 

The Hong Kong government 
confirmed yesterday that once 
the consortia reach agreement 
on which or the existing and 
planned berths each is to own. 
the two governments would 
accept their arrangement. 
However, it may not yet be this 
clear-cut because it appears 
likely China will withhold final 
approval until it has seen the 
ultimate line-up. 

Hong Kong's port, the busi- 
est in the world, is vital to two 
of the pillars of the colony's 
economy, shipping and trade. 
But the patchwork evolution of 
its container facilities over the 
last quarter century has meant 
that companies have to shuttle 
vessels and employees around 
the harbour to berths which 
are not adjacent. 

Valuations will have to be 
agreed before berth swaps take 
place. Some enjoy deeper water 


or have greater throughput, for 
example. Operators trill be 
loath to pass on any commer- 
cial advantage to their compet- 
itors. 

Expansion of the port has 
been held up for some two and 
a half years by the political 
impasse. 

The Hong Kong government 
awarded the contract for the 
four berth Container Terminal 
Nine iCT9i to a number of 
operators, including two berths 
to the Jardine-led Tsing Y: 
consortium. China objected, 
claiming the inclusion of Jar- 
dine was a kickback for the 
company's support of Governor 
Chris Patten's detnocracy 
refonns. 

Yesterday Mr Donald Tsang. 
financial secretary, said Jar- 
dine “is one of the players 
involved and should partici- 
pate in talks”. 

Mr Ian Durront. finance 
director at Hongkong Land, the 
Jardine arm involved in the 
Tsing Yi consortium, added 


that the company would be 
approaching the discussions 
with enthusiasm. 

But Janline is unlikely to be 
3.1 the hub of the discussions. 
Rather, they will be dominated 
by Modem Terminals (MTL), a 
private company majority 
owned by Wharf Holdings, the 
Hong Kong property and infra- 
structure conglomerate, and 
Hong Kong International Ter- 
minals i HIT), a Hutchison 
Whampoa subsidiary- These 
two operators own all but one 
and a half of the existing ter- 
minals. and will gain an extra 
berth apiece from CT9. 

MTL says it is worst off. 
because three of its terminals 
lie at one end of the port and a 
fourth at the other. If CT9 were 
:o proceed as planned, its new- 
est berth would be across the 
bay. HIT is less concerned 
because it has substantial port 
investments across the bonier. 
!:s Yarnian port failed to meet 
throughput targets last year, 
nwever. 


The operators are also ques- 
tioning how strong Tuesday's 
agreement really is. “They’ve 
just told the operators to keep 


talking to come up with an 
agreement," said one. 

Louise Lucas 


Rifkind to ask China to resume contacts with Patten 


By Tony Walker In Beijing 

Mr Malcolm Rifkind, the UK foreign secretary, 
is likely today to press Chinese President Jiang 
Zemin to sanction a resumption of contacts 
with Hong Kong Governor Orris Patten, who 
has been shunned by Beijing since 1992. 

Mr Rifkind, who is on a three-day fence-mend- 
ing visit to China, has been telling Chinese 
officials that a decision to reengage Mr Patten 
in a dialogue would boost confidence in Hong 
Kong in the lead-up to the 1997 handover. 


Beijing has boycotted Mr Patten since he 
unveiled plans to expand democratic privileges 
for Hong Kong citizens. China claims these con- 
tradict prior agreements on the territory's tran- 
sition to Chinese rule. 

In bis discussions Mr Rifkind bad emphasised 
Britain’s “continued total confidence" in Mr 
Patten. “It was highly desirable." he said, "for 
Britain and China to have a full dialogue incor- 
porating all those who have an Important role 
to play." Mr Rifkind said he hoped the Chinese 
side would "reflect on this and we can continue 


to a proper dialogue that is very much in the 
interests of Hong Kong". 

The foreign secretary first broached the ques- 
tion of Mr Patten in talks on Tuesday with Mr 
Qian Qicben, China's foreign minister. The two 
had held a private meeting and later a plenary 
session involving officials Grom both sides. 

Mr Rifkind has sought to impress on Chinese 
officials including both Mr Qian and Premier Li 
Ppng. whom be met yesterday, that greater 
efforts should be made to bolster confidence in 
Hong Kong. An official travelling with the for- 


eign secretary said last night Britain was con- 
cerned about deteriorating confidence. 

The UK saw Chinese dialogue with Mr Patten 
as a possible antidote to increasing anxiety in 
the colony. It also believed a sensitive choice by 
Beijing of the post-handover chief executive of 
Hong Kong was critical to improved confidence. 

Meanwhile. Premier Li yesterday decried crit- 
ics of Chinese insensitivity over Hong Kong. 
“We believe that as long as Hong Kong keeps 
its good investment and trade environment, 
those who have left Hong Kong will return." 


ASIA-PACIFIC NEWS DIGEST 

Indian ‘giant’ 
urged to awaken 

Mr Yeo Cheow Tong. Singapore's minister for trade and 
industry, told 1,500 delegates attending the Confederation of 
Indian industry's high-profile cente nnial s ummi t in Bombay 
that India had for too long been a “sleeping giant”. The last 
four years' economic reforms, he said, had "awakened" the 
giant bat "the question is whetber this giant will rub its eyes 
and sit on its bed or get into action". 

The minister offered India a stern lesson in what it needed 
to do In order to catch up its faster growing east Asian 
neighbours. "India may wish to study the efforts of its 
neighbours.'* the minister said. India has long sought full 
membership of the Association of South East Asian Nations 
and late fast year became a "full dialogue partner" in the 
association, thanks partly to Singaorean diplomacy. 

But Mr Yeo pointed out that while India had In the past four 
years cut its maximum tariff on most goods from more than 
200 per cent to 50 per cent, this still compared unfavourably 
with rates of 10 per cent in Malaysia and 9 per cent in South 
Korea. Equally, he said, foreign investment flows into India in 
1994 reached just 54-3bn against S23bn of approved investment 
in Indonesia and S34bn received by China. 

Mr Yeo said India needed to speed up reforms “at all levels” 
to improve the efficiency of its bureaucracy and 
competitiveness of its industries in a world in which, he said, 
product life cycles lasted months rather than years. 

Mr P. Chidambaram. India's commerce minister, thanked Mr 
Yeo, adding; “If. minister, you were not frank and candid, you 
would not have been a minister in Singapore.” Mr 
Chidambaram good-humouredlv pointed out that Singapore’s 
share of total approved foreign investments in India was just 
SSTOm of Sl3bn since liberalisation in 1991: “1 would just ask of 
my counterpart to look west" Mark Mcholson. Bombay 

Vietnam ventures face new rules 

Mr Do Mnoi. Vietnam's Communist party c hairman, has urged 
tighter supervision of foreign joint ventures, turning the 
ideological spotlight on inward investment. Diplomats say Mr 
Mnoi's remarks are part of an increasingly strident campaign 
by the Communist party designed to set the ideological agenda 
ahead of a parry congress later this year. He was quoted in the 
official daily Hanoi Moi yesterday as teUir-g officials during a 
tour of northern provinces that the congress would discuss the 
future of economic reforms known as doi moi 

“The issue of joint ventures between state enterprises and 
foreign private capitalists has not been paid due attention. As 
Lenin taught, we are not afraid of capitalist enterprises, but of 
not being able to supervise them.” Mr Muoi said, without 
saying whether concrete measures were planned. About 88 per 
cent of foreign joint ventures involve Vietnamese state-owned 
companies. Jeremy Grunt. Hanoi 

Call for SE Aslan N-free zone 

Officials of the Association of South East Asian Nations said 
yesterday they would lobby the five nuclear power states to 
sign a protocol accepting a treaty declaring the region a 
nuclear-weapon free zone. The five acknowledged nuclear 
powers - China, France. Russia, the UK and the US - have 
declined to sign such a protocol in the treaty because they 
found it too comprehensive. Manuela Saragosa Bali 

■ Direct foreign investment in South Korea was $L93bn in 
1995, up 4&5 per cent, the Finance Ministry said. Renter, Seoul 

■ Vitasoy, a Hong Kong soft drinks maker, announced a 
worldwide recall of 25m carton-packed d rinks after complaints 
sane tasted sour. The recall affects carton-packed soya milk, 
lemon tea and juices sold in some 25 countries. AP. Hong Kong 
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. ♦Uu, Prisoner 
release 
‘ 'I boost for 
Arafat 


By Julian Ozanne in Jerusalem 


Israel yesterday freed 
hundreds of Palestinian prison- 
ers in an effort to boost the 
electoral prospects of Mr Yas- 
sir Arafat, leader of the Pales- 
tine Liberation Organisation, 
days ahead of the first Pales- 
tinian elections. 

Jubilant relatives, many of 
who were caught by surprise, 
celebrated the homecoming of 
prisoners often eulogised as 
martyrs in the Palestinian 
cause. Many of the 800 due to 
be released by the end of yes- 
“Vi A terday belong to Islamic and 
left-wing Palest inian groups 
apposed to the Israeli-Palestin- 
ian peace process. 

The release will considerably 
boost the electoral credibility 
of Mr Arafat and his Fatah tac- 
tion. Pales tinians have singled 
out Israel's refusal to honour 
its promise to release .up to 
5,500 prisoners as a sign of the 
moral bankruptcy of the peace 
agreement.. 

“The agreement does not 
meet our aspirations for inde- 
pendence. But I can say that 
the release of prisoners is 
one fruit we can see," said 
one Palestinian waiting for his 
brother to be released in 
'• «' .. Hebron. 

Meanwhile, King Hussein of 
Jordan paid his first official 
visit to Israel, only the second 
Arab head of state to do so. 
Israelis rolled out the red car- 
pet for the king and Mr Shi- 
mon Peres, the Israeli prime 
minis ter, lauded his visit as a 
sign of the warm relations that 
can exist between Israel and an 
Arab country. 

“Your very presence is tes- 
timony to the ever-expanding 
ties of trust and cooperation 
which are binding our coun- 
tries in a deepening, mutual 
friendship," Mr Peres told the 
king. 

The king's visit, despite 
domestic Jordanian opposition 
to the normalisation of rela- 
tions with Israel, was a diplo- 
matic victory for Israel and 
was seen as a signal to Syria 
about the type of relations 
Israel would like to see with 
Damascus in the event of a 
peace treaty. 
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NEWS: INTERNATIONAL 


Qatar sheikh sees cash as his ace 

Spate’s deposed ruler stalks usurper son with country’s reserves, writes Robin Allen 


L ike a medieval monarch 
skulking the courts of 
Europe to rally support 
to overthrow the usurper, the 
former ruler of oil-rich Qatar 
Sheikh Khalifah Bin Hamad 
Al-Thani, deposed last June by 
his son Sheikh Hamad Bin 
Khalifah Al-Thani, spent 10 
days over the new year assidu- 
ously courting the crowned 
beads of the Arabian peninsula 
in an attempt to regain his 
throne. 

The deposed sheikh has 
never forgiven his son’s “impu- 
dence", the more so since he 
was in Switzerland at the time 
- the very place his predeces- 
sor Sheikh Ahmed Bin All Al- 
Thani happened to be “resting" 
when unceremoniously 
removed in 1970 by Sheikh 
Khalifah hlmgolf 
So history repeated itself; 
except for one thing. It seems 
Sheikh Hamad crucially forgot 
to instruct the Swiss banks 
where Qatar keeps much of its 
liquid and cash reserves to 
take away his father’s cosigna- 
tory power. With an Han for 
which he was famous in his 
day. Sheikh Khalifah nachp^i ui 
his king for an ace. He con- 
tacted several Swiss hanks and 
instructed them to t ransf er the 
funds to bis personal account 
In his eyes he was still the 
lawful ruler. The net result 
according to official United 
Arab Emirates sources, is that 
“Sheikh Khalifah has taken all 



Sheikh H«na d : power 


the country’s money". 

Qatar has a healthy cash 
□ow from oil production of 
378.000 barrels a day, its Opec 
quota. This gives it a miniwnim 
net income of $3m a day for a 
country with only 100,000 
natio nals . Its production capac- 
ity is 415,000 b/d, according to 
energy minister Mr Abdullah 
Bin Hamad Al-Attiya an d this 
is being increased to 500,000 b/d 
by the turn of the century; by 
which time it will also have 
incremental revenue from at 
least two $l5bn gas export 
plants from its North Field res- 
ervoir, the world's largest sin- 
gle gas reservoir. 

“The goal of Sheikh Khall- 
fah’s tour of Arab Gulf coun- 
tries." said Sheikh Mohammed 
Bin Hamad Al-Thani, Sheikh 
Khaltfah’s personal representa- 



Sheikh KhnlHnh- money 


five, “is to inform the leaders 
that he is the legal Emir of 
Qatar. Sheikh Khalifah (fid not 
and will not abdicate under 
any circumstances. He is 
returning to rule his dear 
country Qatar.” 

Indeed in all the Gulf states 
Sheikh Khalifah has h wm roy- 
ally received. In Abu Dhabi, 
the ruler and UAE president 
Sheikh Zayed laid out the red 
carpet; in Kuwait he was 
greeted by the Amir Sheikh 
Jaber; in Riyadh, by Crown 
Prince Abdullah. In Bahrain, 
with which Qatar has for 60 
years been on terms of mutu- 
ally courteous but profound 
antipathy owing to Bahrain's 
persistent occupation of the ' 
Ha war islands claimed by 
Qatar, the ruler Sheikh Isa 
allowed his royal visitor to 



hold a press conference. 
Sheikh Khalifah took the hint 
and graciously promised that 
once back on his own throne, 
he would “return" the Ha war 
Islands to Bahraini sover- 
eignty. 

In like m ann er, Qatar’s 
deposed ruler has been con- 
demning his son's recent walk- 
out from the summit of 
regional Gulf leaders, his 
.attempts “to split Gulf ranks 
and weaken the unity of the 
region". Sheikh Khalifah has 
promised, through his loyal 
aide, that “in his capacity as 
the legal Emir of Qatar he will 
co-operate and join hands” 
with Gulf leaders “to bring 
back Qatar to the fold”. 

But the leaders of the Gulf 
states all recognised Sheikh 
Hamad as Qatar's ruler within 


days of his deposing his father, 
and they can hardly break 
their pledge on the strength of 
a few promises. 

Furthermore the US and 
other western countries were 
also quick to recognise Sheikh 
Hamad. Western diplomats in 
the UAE can only chuckle 
helplessly and mutter “strictly 
off the record” as though they 
had said something of sub- 
stance. Indeed there is nothing 
the west can do except watch 
this game of political poker 
play itself out No one asked 
the US defence secretary Mr 
William Perry - on his recent 
Gulf tour to bolster Gulf 
defence co-operation - what be 
thought of it 

It seems likely that western 
diplomats are simply praying 
that private Gulf mediation 
efforts will lead to some com- 
promise between Sheikh Khali- 
fah and his son. 

In the meantime the claim- 
ant to the throne of Qatar, still 
with an ace up his sleeve, has 
established his “temporary- 
quarters" in the UAE's desert 
oasis of A1 Ain, 150km east of 
Abu Dhabi in the lee of the 
Hajar mountains. There he can 
wait for the incumbent ruler of 
Qatar to play his best hand. 

The moral of the tale for 
future coup plotters: by all 
means, take control of the 
radio station and the armed 
farces; but don't forget to write 
a memo to the bank manager. 


Private banks welcome attempts to avoid competition for emerging markets 

Report calls for IFC to set out rules 


By George Graham, 

Banking Correspondent 

Private sector banks have 
welcomed the International 
Finance Corporation's efforts 
to avoid competing directly 
with them far work in emerg- 
ing markets but want the IFC 
to go further still 
A report, released yesterday 
by a study group representing 
the main international banks, 
said the IFC, the private-sector 
financing arm of the World 
Bank, should set out" clearer 
rules for “graduating” coun- 
tries which no longer needed 


its financial heto because they 
had substantial access to inter- 
national Capital markets. 

In addition, the IFC. which is 
funded by member govern- 
ments with the aim of stimu- 
lating private sector growth in 
the developing world, should 
rule itself out of competition 
with private investment hanks 
for any advisory mandate 
awarded by a bidding proce- 
dure. 

The report from the Insti- 
tute of International Finance, a 
Washington- based group repre- 
senting major international, 
banks, said that the IFC had 


taken a “major step forward” 
last month when it published 
guidelines setting out the con- 
ditions in which it would agree 
to advise governments on pri- 
vatisation or help companies 
with share flotations. 

The IFC guidelines started 
from the principle that “it is 
inappropriate for the IFC to 
compete with capital and skill?; 
that are adequately provided 
by the market." 

But the group said 71 per 
cent of the IFCTs outstanding 
loans were still concentrated 
on the same 15 countries, 
including big borrowers such 


as Argentina, India and Br awl, 
where private sector banks 
have been most' willing to pro- 
vide capital 

“IFC should adopt an active 
and transparent graduation 
policy as part of a basic reo- 
rientation away from countries 
that have access to interna- 
tional capital markets toward 
those that do not. Generally, 
there should be a presumption 
that IFC will not support trans- 
actions in countries designated 
as having substantial access to 
international capital markets,” 
the IIF sail! 

Mr Richard Parry, head of 


syndications at IFC, said there 
had been considerable conver- 
gence between the IFC and the 
HF during the formulation of 
their respective recommenda- 
tions. 

“I think we are talking about 
shades of grey, not black or 
white,” he said. 

But IFC officials believe it 
would be unpractical to estab- 
lish more precise rules for 
determining when they should 
withdraw from a deal because 
alternative finan cing is avail- 
able from the private sector at 
reasonable rates, as IIF urges. 


INTERNATIONAL NEWS DIGEST 



Israel names 
security chief 

Israel yesterday appointed a fanner navy commander to bead 
the Shin Bet. the secret service agency tarnished by the 
security failures surrounding the assassination of former 
Prime Minister Yitzhak Rabin. 

Israeli newspapers, defying military censors, published the 
name and picture of Rear Admiral Ami Aynlon (above i and 
declared that the era of secrecy sun-ounding the agency was 
over. Israel has traditionally held that the name and face of 
the head of Shin Bet was a state secret. 

However, newspapers have yet to publish the photograph 
and name of Admiral Ayalon's predecessor who is only known 
by the Hebrew initial "Kaf '. 

Kaf resigned on Monday saying (hat a commission 
investigating the assassination was treating him unfairly and 
had already decided to recommend his dismissal before it had 
finished receiving evidence. Julian Oeam.w Jertisnlem 

Algerian militants to fight rivals 

Divisions within Algeria's Islamic groups appeared to deepen 
yesterday after the extremist Armed Islamic Group iGLA) 
declared war against the Islamic Salvation Army (AISi, the 
armed wing of the Islamic Salvation Front iFIS). the party 
which was expected to win the 1991 elections cancelled by the 
government 

In a statement published by the London-based Arabic daily 
Al-Hayat, the presumed leader of the GIA accused the A1S of 
having given in to the electoral and democratic process and 
said it was time to fight the the group. 

The intensification of the feuding among Algeria's Islamic 
factions will please the new Algerian government which is 
hoping that it will lead FIS leaders to give up their four-year 
armed struggle. 

Although the Al-Hayat report cannot be independently 
verified and the GIA is believed to have been infiltrated by the 
government, FIS officials have in recent months attempted to 
distance themselves from the GIA, accusing it of assassinating 
FIS leaders who had defected to the GIA and condemning GIA 
bomb attacks. Roula Khalaf. London 



NEWS: WORLD TRADE 


Vietnam names new refinery partners 

. AJi. B. • - . . t 


By Jeremy Grant in Hanoi and 
Robert Corzine in London 

PetroVietnam, Vietnam's state 
oil agency, said yesterday it 
had chosen South Korea’s LG 
Group, Petronas of Malaysia 
and Conoco of the US to invest 
in Vietnam's first oil refinery 
in place of Total of France, 
which pulled out last Septem- 
ber saying it was not viable. 

Conoco said that it had been 
invited to take a 30 per cent 
stake with Petronas in a feasi- 
bility study for the refinery but 
that no decision bad been 
made on any involvement 
beyond a feasibility study. 

The project has been mired 
in controversy since last year 
when Lhe government chose a 
remote coastal site for the 


plant Total’s decision to relin- 
quish its stake confirmed some 
analysts’ doubts about the wis- 
dom of pushing ahead with the 
$L2bn project 

Vietnam has been seeking 
investors for the scheme to 
pump refined crude from a site 
known as Dung Quat by the 
year 2000. The area is 970km 
from the nearest source of 
Vietnamese crude and has vir- 
tually no infrastructure. 

Taiwan's state oil company 
Chinese Petroleum Corpora- 
tion (CPC) and Chinese Invest- 
ment and Development Corpo- 
ration (CIDC), Total's original 
partners in the project have a 
combined 10 per cent stake in 
the project said Mr Ho Si 
Thoang, PetroVietnam 's chair- 
man. Both said recently they 


wanted to reduce their stakes. 

Daewoo of South Korea had 
said it might replace Total hut 
Mr Thoang made no mention 
of the company yesterday. 

Oil industry analysts have 
repeatedly questioned the need 
for Vietnam to build any refi- 
nery given an anticipated over- 
supply of refined crude in the 
region by the year 2000. But 
they add that Vietnam may 
want one to satisfy national 
infrastructure priorities. 

“They don't need it because 
there's going to be a lack of 
refining capacity. They feel 
they need it as a measure of 
national security.” said Mr A1 
Troner, managing director of 
Asia Pacific Energy Consult- 
ing, based in Kuala Lumpur. 

Oil industry analysts said 


none of the five foreign compa- 
nies expressing interest wa§ 
likely to consider the refinery 
economically viable, but could 
be interested for strategic an£ 
political reasons. Conoco is ■ 
known to have retail and mar- 
keting ambitions and may be 
hopeful that by showing com- 
mitment to the Vietnamese 
refinery, it stands a chance of 
gaining a share of the coun- 
try’s domestic petroleum prod- 
ucts market when it is opened 
up to foreign investors. 

Petronas is understood to be 
driven by political and strate- 
gic interests and may be hop- 
ing that the-refinery will com- 
plement its discovery of ofi at 
the “Ruby” field south of Vnng 
Tan, one of the country's few 
promising ofi blocks. The Tai- 


wanese are likely to see their 
stake as part of a move to 
increase offshore refining, Mr 
Troner said. 

However, analysts concur 
that five foreign partners in 
any “green field” refinery is an 
unusually high number, indic- 
ating some reluctance an the 
part of each to show real com- 
mitment. "It seems everyone 
wants to be a participant but 
no one wants to lead the cho- 
rus'.” Mr Troner said. 

Assuming the consortium 
agrees on a the framework for 
a feasibility study, financing 
will be a major hurdle and may 
delay the project beyond Viet- 
nam’s deadline of 2000. This 
would farce Vietnam to con- 
tinue reliance on expensive 
imports longer than it wants. 


Japanese vehicle imports 
soar to record levels 


Bell Canada 
signs Indian pact 


By Michiyo Nakamoto in Tokyo 


Japanese vehicle imports 
reached record levels in 1995 
for the second year ru nn i n g, 
underlining the strong impact 
of diverging consumer tastes 
and a high yen, the Japan 
Automobile Importers' Associ- 
ation said yesterday. 

The association said vehicle 
imports rose 29 per ceut fast 
year to 3S8.I62 vehicles, while 
sales of imported cars cLmbed 
31 per ceut to 362.265. This IS 
the third consecutive year-on- 
venr increase in imported car 
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japan's car imports: the rise continues 

Number of care (TWO) 


400 



Source; Japan tetomoMe importers' AwoetaHcn 


market share among import- 
ers. Japanese carmakers have 
increased sales of cars manu- 
factured at overseas plants by 
28 per cent. 

Toyota, which has associa- 
tions with General Motors and 
Volkswagen, is planning to sell 
foreign marques through its 
dealer network. It plans to sell 
45,000 US-made cars this year, 
up from about 31,100 in 1995, 
and 29,000 Volkswagens, up 
from 24.000 fast year. 

Imports of European cars 
were particularly popular. 
Honda was fallowed by Volks- 
wkgen/Audi, Mercedes-Benz 
and BMW among best selling 
imports, while sales of Rover 
care rose 38 per cent and those 
of Volvo grew 33 per cent 

Other European carmakers, 


such as Adam Opel and Ren- 
ault, stepped up their market- 
ing efforts in Japan with the 
introduction of low-cost mod- 
els, which are proving increas- 
ingly popular. Sales of Opels. 
sold through Yanase & Co, 
Japan’s top dealer of foreign 
cars, rose 69.7 per cent from a' 
year earlier to 32,493 in 1995, 
helped by strong demand for 
its cheaper Vita compact 
• The “big three” US vehicle 
manufacturers also increased 
sales in Japan. Ford saw sales 
in 1995 grow 21 per cent How- 
ever, GM and Chrysler both 
increased sales by only about 6 
per cent 

The Japanese industry asso- 
ciation forecasts a 15 per cent 
rise in imports this year to 
about 450,000 units. 


By Robert Gibbens in Montreal 

Bell Canada International, 
part of Canada's biggest tele- 
communications group BCE, 
and its Indian partner Tata 
Industries yesterday signed 
agreements to provide cellular 
and basic telephone services in 
Andhra Pradesh, India's fifth 
most populous state. 

The BCI-Tata consortium 
was the only group to submit 
an acceptable bid in the bid- 
ding for basic telephone 
licences. 

The consortium ' was one of 
six joint ventures between 
Indian and foreign companies 
to win tenders to provide basic 
telephone services in a part of 
India. A further round of bid- 
ding is expected for eight 
remaining zones which failed 
to attract any bids last week. 

BCI yesterday described the 
dual award as in the state is a 
“unique investment opportu- , 
nity." At present Andhra Prad- - 
esh has approximately 700,000 
telephone lines, a penetration 
of only one per cart, and no 
cellular service. 

To comply with India’s for- 
eign ownership rules, Tata 
wiB hold 51 per cent of the 
cellular and telephone operat- 
ing companies, BCI 39 per cent 
and American International, 
one of the biggest US insur- 
ance-companies, will hold the 
remaining 10 per cent. 


BCI is committing an initial 
6135m and will provide man- 
agement and technical sup- 
port. Tata estimates invest- 
ment of g2bn will be required 
over 15 years. 

India’s Supreme Court next 
week is due to bear complaints 
against the national govern- 
ment’s tendering process for 
telecommunications licences 
covering 20 regions. BCI-Tata 
recently lost a contested bid 
for Maharashtra State. 

Earlier this week the 
Supreme Court postponed a 
crucial bearing of a set of peti- 
tions challenging the govern- 
ment's progamme to privatise 
the country's basic phone ser- 
vices. 

Last month the court 
ordered the government to put 
a hold on awarding any 
licences to firms to operate 
basic telephone services, the 
backbone of the programme, 
until it ruled on the seven 
petitions. 

The award of telephone 
licences has caused political 
difficulties with opposition 
protests paralysing parliament 
dining December. Opposition 
lawmakers accused the gov- 
ernment of favouring one com- 
pany and bungling the pro- 
gramme. 

■ Before reaching the court, 
the privatisation programme 
was well on Hs way, following 
cabinet approval in 1904. 


Kantor 
drops US 
banana 
inquiry 

By Deborah Hargreaves 

Mr Mickey Kantor, US trade 
representative, yesterday con- 
ceded some ground in the long- 
running dispute between the 
US and the European Union 
over banana import arrange- 
ments when he dropped a US 
trade investigation into Colom- 
bia and Costa Rica. 

Mr Kantor launched the sec- 
tion 301 trade investigation a 
year ago after complaints from 
US companies that their inter- 
ests were being harmed by the 
way these two countries were 
implementing quotas for deliv- 
eries to the EU market 

Mr Dan Glickman. US agri- 
culture secretary, was due in 
Brussels yesterday far talks 
which were expected to include 
the US's wider investigation 
into the EU*s controversial 
banana import regime. How- 
ever, due to severe snow 
storms in the US, Mr Glick- 
man's talks were postponed. 

The US complained to the 
World Trade Organisation last 
year, claiming the EU discrimi- 
nates against US companies by 
favouring imports from Afri- 
can, Caribbean and Pacific 
countries. Its complaint was 
supported by Guatemala, Hon- 
duras and Mexico and it has 
threatened retaliation against 
EU imports to the US. Officials 
indicated that the withdrawal 
of the investigation was a good 
sign for the outcome of the 
WTO complaint 

Colombia and Costa Rica 
were given quotas for ship- 
ments representing 21 per cent 
and 23.4 per cent of the overall 
ceiling of 2.5m tonnes for ship- 
ments of so-called Latin Ameri- 
can “dollar” bananas to the 
EU. The US had objected to the 
way the two countries shared 
out these quotas between their 
exporters and specifically to 
the fact that Dole and Chi- 
qirfta, two US companies oper- 
ating in Latin America, were 
not given a share of the quota. 

Colombia and Costa Rica 
have now amended the way- 
quotas were assigned to give 
those companies a share of the 
EU shipments, in Colombia, 
the US companies have been 
given a quota representing 22 
per emit of the EU market 


WORLD TRADE NEWS DIGEST 

$1.5m bill for 
Beijing pirate 

A Chinese court has ordered a Beijing computer software 
company to pay $1.56m in compensation for pirating the 
copyright of a domestic competitor, the highest amount 
awarded in a software copyright violation case in China. Tbe 
court ordered Taile Electronic Technology to pay Ynl3m in 
compensation to Cbeugdu Maipu Electrical Equipment. 

The court also ordered the Beijing company to halt 
production of unauthorised products and publish an apology- 
in national newspapers. Reuter, Beijing 

Computer sales boom forecast 

Sales of computers and computer peripherals in China are 
expected to increase by 30-10 per cent to Yn65bn-Yn70bn 
(S7.8bn-$8.4bn> tins year, according to government estimates. 
Domestic demand for personal computers this year is expected 
to grow to between 1.5m and 1.7m, wortb Yn25bn. according to 
tbe ministry of electronics industry. 

China's domestic computer manufacturers currently 
account for about 25 per cent of domestic sales. Most leading 
western PC vendors have already established manufacturing 
facilities in China in anticipation or growing domestic 
demand. Among other forecasts, the annual demand for 
high-powered computer work stations in China is expected to 
grow to about 5,000 this year. Demand for printers is estimated 
at 800,000 units, "dumb" computer terminals at 380.000. hard 
disks 1.5m and keyboards 5m. Paul Taylor, London 

Arco to invest more in China 

Arco, the US oil giant, plans to devote greater resources to 
China in oil and gas exploration, refining and power 
generation. Mr Mike Bowlin. Arco's chairman and chief 
executive, said yes terday that China “rated very' high" in the 
company’s priorities. 

Mr Bowlin yesterday inaugurated China's largest offshore 
natural gas project, located off the country's southern Hainan 
island. Investment in the Yacheug 13-1 field, discovered by 
Arco 13 years ago, totals $1.2bn. and includes construction of 
subsea pipelines to transport gas to Hong Kong and Hainan 
island. 

Arco is also exploring for oil and gas in the South and East 
China Seas and has taken a 9.9 per cent stake in Zbenhai 
Refining and Chemical Company, located in Zhejiang 
province, south of Shanghai. The company has committed 
more than Slbn to its China ventures. Tony Walker. Beijing 

Scottish group wins £20m order 

Weir Group, the Glasgow-based engineering company, has 
woo an order worth nearly £2Qm (S31m) from China Nuclear 
Energy Industry Corporation to install pumps and valves for 
the Qjnshan nuclear power station near Shanghai. 

The order consolidates Weir Group’s position in China 
where it won its first order for pumps in 1979. In 1987 it 
supplied pumps to the Daya Bay nuclear station in Guangdong 
province, and in 1992 gained a £12m order for the Zouxian 
nuclear plant. 

Total orders for the Weir Group from the Indo-Pacific region, 
which includes Japan, China and India, were £67m in 1994 
representing 14£ per cent of total group orders. 

The pumps will be made by Weir Pumps of Glasgow, with 
Weir’s subsidiary Hopkinsons providing valves. The 
equipment will appear on site in 1998. 

The contract is backed by a S30m loan through Standard 
Chartered Bank, backed by the Export Credits Guarantee 
Department James Buxton. Scottish Correspondent 
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NEWS: UK 


‘Serious implications' as fewer than a third of expected travellers use Channel service in first year 

Eurostar trains fail to hit passenger target 


By Charles Batchelor, 
Transport Correspondent 

Eurostar high-speed trains 
through the Channel Tunnel 
between England and France 
are expected to carry less than 
a third of the passengers 
originally ejected in the first 
year of operation. Sir Alastair 
Morton, co-chairman of 
Eurotunnel. admitted 
yesterday. Eurotunnel is the 
Anglo-French company which 
operates the tunnel. 

The effect will be that 


Eurotunnel will receive only 
the minimum guaranteed 
payment of about £200m 
iS309.8m> a year from the UK, 
French and Belgian railways 
over the next five years instead 
of the much larger sums 
expected. "The implications 
are serious,” said Sir Alastair. 

The railways originally 
forecast that Eurostar would 
carry 16.5m passengers in 1933 
- which was expected to be the 
first year of operation. But 
Eurostar services did not start 
until 1995 and are now 


expected to carry only 5m 
passengers in 1996, up from Sm 
last year. 

Eurotunnel was required on 
the basis of the early 
optimistic forecast to offer half 
of the tunnel’s total capacity to 
the national railways, 
retaining half for its own car 
and freight shuttle services, 
said Sir Alastair. 

Part of the problem in the 
UK has been the privatisation 
of British. Rail, the national 
network, which has distracted 
managers from promoting 


tunnel rail services. “The 
government has to come back 
to the table to deliver because 
this is relevant to where we 
end up in our negotiations 
with the banks.” said Sir 
Alastair. 

Eurotunnel expects to carry 
Sm passengers in 1997. up from 
5m this year, and 1.95m cars 
and coaches, up from 1.22m. 
Eurotunnel has become market 
leader on the Dover-Calais 
routes with 41 per cent of the 
passenger traffic market and 45 
per cent of the freight market. 


it had a record month in 
December 1995 carrying 163,000 
cars and coaches. 21 per cent 
more than in November. The 
number of trucks fell to 41.770 
from 49,260 because of 
widespread strikes in France. 

Eurotunnei is continuing its 
attempt through the European 
Court to outlaw duty-free sales 
on ferries though tins could 
take 15 months to resolve. 
Without duty-free earnings the 
ferries would be make losses. 
Sir Alastair said. 

Eurotunnel plans to increase 


capacity by 50 per cent next 
vear when shuttles which had 
been taken out of service for 
modification are returned. It 
plans to buy 18 extra freight 
shuttles in autumn 1996 to 
increase freight capacity by 10 
per cent. 

In 1993 it will buy two new 
complete freight trains 
increasing the total number to 
nine. The cost of the new 
shuttles will be less than half 
of the amount that it paid for 
the original ones. Sir Alastair 
said. 


The economy Trade deficit is at its widest for almost three years 

Slow growth hits exports in Europe 

By Gniian Tett, The widening trade gap 


By Gillian Tett, 

Economics Correspondent 

British exports to Germany 
and other European countries 
fell back in October as the 
slower than expected pace of 
growth in mainland Europe hit 
UK companies. 

The pattern was in sharp 
contrast to the surge in exports 
which buttressed the British 
economy earlier in the recov- 
ery. Coupled with weaker sales 
to the US. the decline pushed 
the UK trade deficit to its 
widest level for almost three 
years. 

The scale of the deficit, 
shown in official figures 
released yesterday, took the 
City by surprise. Meanwhile, 
the Central Statistical Office 
warned that the data suggested 
that the trade gap was on a 
widening trend. 

Nevertheless, economists 
pointed out that the broader 
trade picture remained rela- 
tively healthy. In spite of the 
monthly drop, exports are still 
showing yearly growth, while 
the trend in imports is for mod- 
est growth. 

Measured overall, the CSO 
said that UK exports fell by a 
seasonally adjusted 5.5 per cent 
between September and Octo- 
ber. Import volumes FelL amid 
a sharp rise in import prices. 

This pattern left the trade 
deficit for October at £l.7bn, 
the highest monthly figure 
since December 1992. 

Part of the increase in the 
deficit was due to unusually 
high levels of silver imports, 
and other erratic items. How- 
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Continuing loss of business 
confidence and a downturn in 
exports were reported 
yesterday by the 22 chambers 
of commerce covering 
north-west England and north 
Wales, Ian Hamilton Fazey 
writes in Manchester. The 
chambers* latest quarterly 
survey for the final three 
months of 1995 shows a 
reduced growth rate in home 
and export markets for 


manufacturers, although 
retailers were happier because 
of good Christmas trading. 
The trend of recent surveys by 
chambers in the north-west - 
a region accounting for more 
than 10 per cent of UK gross 
domestic product - suggests 
that manufacturing order 
books peaked late in 1994. and 
that business activity and 
growth rates have fallen back 
to mid 1993 levels. 


ever, measured on a quarterly 
basis, without erratics or oil - 
a more reliable guide to the 
trend - the deficit widened to 
£4.8bn in the three months to 
October, from £4.2bn in the 
previous three months. 

Some economists expect the 
balance to improve again soon. 
Data on countries outside the 
EU - which are published 
ahead of EU figures - has 
already shown that the deficit 


with countries outside the 
Union, which account for 
about 40 per cent of trade, fell 
in November. Meanwhile the 
level of imports sucked into 
the UK economy may fall if the 
pace of UK growth eases and 
companies reduce stocks. CSO 
data yesterday fuelled expecta- 
tions of weaker UK demand: 
the cyclical indicators, which 
predict turning points in the 
economy 5 months and 13 


months in advance, both fell 
back last month. 

However, some economists 
fear British exports could also 
weaken further in the months 
ahead, if European and US 
growth continue to disappoint 

Although business surveys 
have shown companies are 
more upbeat about exports, 
industry groups admit over- 
seas conditions are becoming 
tougher. 

In ftie three months to Octo- 
ber exports to Germany fell 1.3 
per cent. Exports to France 
were broadly fiat, although 
they fell slightly in October. 
Meanwhile exports to Belgium. 
Luxembourg and the Nether- 
lands dropped sharply in the 
month. 

Imports of cars from EU 
states rose 20 per cent in the 
three months to October com- 
pared with the previous three 
months, while car exports to 
EU states rose 5 per cent. 


By James Blitz 
at Westminster 

An investigation into the 
dismissal of Mr Michael 
Lawrence as chief executive of 
the London Stock Exchange 
was iaunched last night by one 
of the most influential 
committees of the House of 
Commons. The all-party 
Treasury committee is to 
summon Mr Lawrence to give 
a public account of his sacking 
after members of some of 
London's largest investment 
banks staged a revolt against 
the manner in which he was 
implementing share trading 
reforms. 

The co mmi ttee, which has a 
majority of Conservative MPs. 
will also summon Mr John 
Kemp-Welch. the exchange’s 
chairman, and fellow board 
members to give a full account 
of why they dismissed Mr 
Lawrence. 

The MPs also want to ask Mr 
Kemp-Welch and leading City 
financiers how they new the 
development of the exchange 
amid controversy over Mr 
Lawrence's attempts to 
Introduce a “hybrid" system of 
share trading. The decision to 
mount an inquiry allows 
parliament to take a view on 
whether the exchange is failing 
to push through share trading 
reforms which can maintain its 
reputation in international 
financial markets. 


At the conclusion of the 
hearings, the committee will 
publish a report with specific 
recommendations to which the 
government must respond. 
Ministers are under no 
statutory obligation to heed 
the committee's views. But 
recent Commons committee 
reports have criticised City of 
London institutions and have 
had an impact on thinking in 
the opposition Labour party. 

Several members of the 
committee made clear that 
they were concerned about Mr 
Lawrence’s dismissal last 
week. One Labour MP 
described the exchange as “an 
oligarchy which needs prising 
open.” 

• The London Stock 
Exchange confirmed yesterday 
that it intends to introduce a 
new trading method for large 
company shares this year, our 
Banking Editor writes. The 
exchange said it would 
introduce “full electronic 
trading and order matching*’ 
this year. The order matching 
method is likely to replace 
marketmaking as the main 
way of trading small blocks of 
shares. 

Large investment banks that 
now act as marketmakers. 
providing continuous offers to 
buy and sell blocks of shares 
on the Seaq bulletin board are 
seeking safeguards to ensure 
they retain a role in trading 
big blocks of shares. 


Venables to quit as 
England soccer boss 


Mr Terry Venables, coach of 
the English national soccer 
team, will quit his job after the 
European championship finals 
this summer to fight a series of 
legal cases. 

A spokesman for the 
Football Association (FAv. stud 
Mr Venables had informed the 
sport's national governing 
body that he wanted to leave 
at the end of his contract in 
June and at the end of the 
Euro '96 tournament, which 
will be held in England. 

Mr Graham Kelly, chief 
executive of the FA. said he 
was “deeply disappointed" by 
Mr Venables’ decision not to 
seek to carry’ on as coach after 
the European Championship to 
be held in England this 
summer, but “understood the 
thinking behind it". 

Mr Kelly said he did not 
regret appointing Mr Venables 
- whom he said was the choice 
of the “vast majority" of 


football pundits - as coach in 
January 1994. However, he 
confessed “the number of 
issues that have come out over 
that period has been greater 
than we had expected at the 
time." 

The loss of Mr Venables 
means England is now looking 
for both a new coach, and a 
new technical director. 
Observers fear a change of 
management team half way 
into the four year build-up to 
the world cup in France in 1998 
may weaken the team’s 
chances. 

Mr Kelly said he believed in 
continuity and would look for 
a suitable replacement. The 
bookies’ favourite is Mr Kevin 
Keegan, manager of 
premiership leaders Newcastle 
United - though club owner 
Sir John Hall is said to oppose 
such a move. 
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New chief named for broadcaster with one of world’s top brand names 

BBC seeks bigger international role 


The Kazakhstani Publishing and Information Company 
issues daily reviews on the condition of economical and 
political life in Kazakhstan. The cost of the digest for a 
monthly subscription via fax is SlOO USD plus transfer fees. 

Upon request, we shall prepare analytic reviews on concrete 
questions regarding economical and political life of Kazakhstan 
and collect information on the leading persons of the Republic. 
We are ready to assist you with integration of representatives 
of interested companies in business and political life of 
Kazakhstan. 

For more details please contact: Fax: 7 3272 399 895 
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By Raymond Snoddy 
In London 

Sir Christopher Bland, a 
former chairman of London 
Weekend Television and a 
member of the governing Con- 
servative party, is to succeed 
Mr Marmaduke Hussey as 
chairman of the BBC, the pub- 
lic service broadcasting organi- 
sation. The Labour party 
expressed concern at the 
appointment in the run-up to a 
general election. Mr Jack Cun- 
ningham, the Labour party's 
shadow heritage secretary, 
said it would monitor Sir 
Christopher’s derisions closely. 

Sir Christopher, a former 
deputy chairman of the old 
Independent Broadcasting 
Authority, made clear after 
Granada's successful hostile 
takeover of the LWT television 
company in 1994 that he 
wanted to be chairman of the 
BBC. His main priorities will 
be maintaining the BBC’s 
“impartiality and indepen- 
dence. and the quality of its 
programmes". Sir Christopher 
said he looked forward to join- 
ing “the best broadcasting 
organisation In the world". 

Mrs Virginia BottomJey, the 
minister responsible for broad- 
casting. said yesterday she had 
chosen Sir Christopher partly 
to spearhead the BBC’s inter- 
national commercial activities, 
such as the sale of its pro- 
grammes abroad. 

She believes that the BBC 
will increasingly have to earn 
additional money to supple- 
ment the licence fee. Revenue 
from the annual licence fee 
paid by households for the use 
of their television receivers 
finances the BBC, which does 



Sir Christopher Bland in London yesterday 


not carry commercial advertis- 
ing in its broadcasts. 

Mrs Bottomley said choosing 
a chairman for the BBC had 
been one of the most important 
decisions she had taken as 
national heritage secretary. 

She said she bad in mind the 
sort of chairman who could 
combine exploiting the BBC 
brand name internationally - 
the second most famous after 
Coca Cola - with m aintaining 
the quality of the BBC as a 
public broadcaster domesti- 
cally. 

As Sir Christopher takes 
over at the BBC, the corpora- 
tion faces a range of difficult 
decisions - in particular how 
to compete against the growing 


number of cable and satellite 
channels. 

Sir Christopher said yester- 
day he was not afraid of com- 
petition but added : “It is 
important to recognise the 
realities." The realities include 
the growing International bat- 
tle for sports broadcasting 
rights. 

He was speaking on the day 
it became public that Mr 
Rupert Murdoch's News Corpo- 
ration had submitted a S2bn 
bid for all the summer and 
winter Olympics between the 
year 2,000 and 2008 - tradition- 
ally the domain of public ser- 
vice broadcasters such as the 
BBC. “We will certainly be 
unable to match those sorts of 


figures unless we can do it in a 
different way." said Sir Chris- 
topher. “But I am not conclud- 
ing that the BBC will not be a 
participant in sport any more." 

In the longer term one of the 
different ways for the corpora- 
tion to win and fund sports 
rights could be, he suggests, 
having a subscription channel 
of its own. 

Sir Christopher believes the 
BBC is now well managed and 
that the changes implemented 
by Mr John Birt, the director- 
general, were absolutely essen- 
tial. “Where would the BBC be 
now if it hadn’t changed?” Sir 
Christopher asked. “Would it 
have even had a new charter?" 
The government hopes the 
BBC’s new Royal Charter, 
which runs to 2006. will come 
into effect in May. 

The new chairman envisages 
continuing to work with his 
old LWT colleague Mr Birt for 
some time. “I have great 
respect for John.” said Sir 
Christopher. “He has changed 
the BBC out of all recognition. 
So for as I am concerned he is 
doing a great job. He has 18 
months on his contract before 
going on a year's rolling con- 
tract. To me it is not an issue,” 
says the new BBC chairman. 

He is even phlegmatic about 
possible disputes between man- 
agers and governors such the 
recent one about the recent 
interview with Princess Diana, 
which was broadcast in many 
countries. Mr Hussey was 
angry at being told about the 
programme at the same time 
as royal household, and a 
small group of BBC governors 
will examine with Mr Birt 
whether better procedures can 
be developed. 


UK NEWS DIGEST 

Minister attacks 
Saudi dissident 

Mr Mohammed al Massaari. the leading Saudi dissident facuv 
deportation from Britain, was denounced by ,i minister in the 
House of Commoas yesterday as a fundamentalist who had 
abused British hospitality in order to undermine ,i friendly 
government. Sir Nicholas Bonsor. foreign affairs minister, sai.1 
Mr al Massaari had travelled to Britain “using false papers 
and under false pretences” and was working to topple ll* 
pro- western government of Saudi Arabia. 

Ministers have admitted that the dissident, who is due To tv 
deported to the Caribbean island of Dominica on January' 19. is 
being expelled to ease relations with the Saudis, who have 
been irritated by his continuing stream ot attacks on tiw 
regime. Ministers were concerned for the jobs of thousands of 
defence workers whose livelihoods depend on Saudi arms 
contracts, ft is for this reason that leaders of the opposition 
Labour party have been reluctant to criticise the decision. But 
Mr George Galloway. Labour MP for Glasgow Hiiihead. never- 
theless attacked the “conspiracy against human rights" by 
British security services, ministers and weapons salesmen. Sir 
Nicholas insisted that “if the Saudi regime were to fail and 
instability were to occur in the Mid die 'East, that would bt? In 
the interests neither of the UK or of the free West”. 

Robert Skrimslry. ll'cMmirisicr 

Sinn Fein shifts on arms 

The idea of an independent body to oversee the disposal of 
arms by the Irish Republican Army was given tentative sup- 
port by Sinn Fein, the IRA's political wing, ahead of the 
release next week of a report on “decommissioning" from a 
committee headed by former US Senator George Mitchell. In 
publishing its submission to the Mitchell committee. Sinn Fern 
seemed keen to show some flexibility before Mr Mitchell's 
meeting today with Mr John Major, the British prime minister. 

But in a gloomy assessment of the state of the peace process. 
Mr Martin McGuinness. Sinn Fein's chief negotiator with the 
British government, said he could no longer repeat the under- 
taking be gave last year that the IRA ceasefire would hold in 
all circumstances. He declined to condemn the recent spate of 
killings in nationalist areas in Northern Ireland, but admitted 
that the killings had done little to help Sinn Fein's cause. 

John Murray Brown. Dublin 

Investment to be simplified 

The process of baying life assurance and investments is sot to 
be simplified by' the Personal Investment Authority, the 
watchdog to protect the private investor. The time it takes to 
buy some products will be reduced and the amount of cus 
romer information required by a sales agent before being able 
to give advice is also likely to be cut. The regulator believes 
some life assurance companies currently get more information 
than is needed from consumers buying, say. a lump sum 
investment policy, and that this is deterring customers from 
taking out investments. Hie plans come against the back- 
ground of the regime introduced a year ago which requires 
sales agents and advisers to give customers more details about 
the policies they are selling, including charges and commis- 
sion. 

Alison Smith. Investment Correspondent Lex. Page IS 

Cinemas hit record 

Britain’s cinemas set a record 
last weekend with the top 15 
films taking £7.24m ($ll.Hm> 
at the box office, says Screen 
International, the film indus- 
try magazine. The total was 
more than 70 per cent higher 
than in the same weekend last 
year and well ahead of the pre- 
vious record of £6,66m taken 
during the opening weekend 
of Jurassic Park in July 1993. 
UCI, the multiplex chain, 
reported a 73 per cent increase 
in Its takings over the same 
weekend in 1995. Seven, the US 
thriller starring Morgan Free- 
man and Brad Pitt (lefti. was 
the UK's highest grossing film 
last weekend and took £2.6m. 
aJ This is the seventh highest 
opening weekend for any film in the UK and a record for an 
independent production. Seven was produced by New Line, the 
independent US film company before its recent takeover by 
the Time Warner entertainment group. 

Alice Kmcs thorn. Consumer Industries Staff 

Cadbury ‘in TV sponsor talks' 

Cad bury -Schweppes, the food and beverage group, could 
become the first commercial sponsor of Coronation Street, one 
of the most popular and longest-running British television 
soap operas, in a deal worth up to £l0m ($l5.4m). Negotiations 
between the company and Granada Television, which pro- 
duces the programme, are reported by Marketing magazine, 
the trade journal, to be at an “advanced" stage. The report 
states that a contract is expected to be signed within two 
weeks. Cadbury is said to be Granada's favoured sponsor, but 
some contractual issues have still to be agreed. Any Corona- 
tion Street deal would be likely to be the largest sponsorship 
contract in UK television. 

Diane Summers. Marketing Correspondent 

Unions are 'warned on pay 

Unions representing L5m workers with municipal authorities 
were warned that a pay rise of more than about 2 per cent 
would be “difficult to cope with” without risking severe dam- 
age to jobs and services. Employers said many authorities 
could afford to raise pay only by cutting jobs and services. Mr 
Mick Graham of the big GMB general trade union said there 
was “no chance" of a settlement if the employers were going 
to offer only 2 per cent. 

Andrew Bolger. Employment Correspondent 

Protestors again halt work: Demonstrators against the 
bypass being built round the southern En gland town of New- 
bury claimed victory when work was abandoned for the sec- 
ond day running. Two days after the start If the £100 (Sl54m) 
project, contractors have managed to work for little more than 
an hour, clearing small trees. About 100 protestors surrounded 
the first excavator on the site, and work ceased as several 
threw themselves into holes beneath the machine’s claws. 
Others ran round workers using chainsaws on the trees. Police 
later called for negotiations between demonstrators and con- 
tractors. 



Minister cornered by Austrian bid for army contracts 


By George Parker and Bernard Gray 

Land Rover yesterday increased 
political pressure on the government 
to buy its battlefield ambulances for 
the British army rather than an alter- 
native from Steyr Daimler Puch of 
Austria. A £35m (Sa&9m) competition 
for the order Is due to be decided very 
soon. 

The ambulance contract has 
become a highly sensitive issue for Mr 
Portillo, the defence secretary, who 
has become the target for withering 
criticism from the left wing of the 
governing Conservative party in 
recent weeks. Mr Portillo faces a con- 


flict In several defence decisions 
between bis nationalist rhetoric in 
recent speeches and the defence min- 
istry's free-market policies which are 
consistent with Mr Portillo’s right- 
wing views. Those policies imply that 
the ministry will seek the best value 
on the market irrespective of where 
the goods are made. 

If he fails to award the contract to 
Land Rover, a UK offshoot of BMW, 
his many Conservative critics at 
Westminster will turn the issue 
against him and claim that he had 
failed to support British Industry. 
However, if the Austrian rival has 
lower costs over the life of the 


vehicle, as its manufacturers cl aim. 
Mr Portillo would have to overturn a 
recommendation from the his minis , 
try’s procurement executive that the 
Steyr was better value for money. 

The result of the competition will 
be closely watched as an indicator for 
other larger procurement decisions. In 
particular, the decision on whether to 
upgrade Britain’s Panavia Tornado F3 
fighters or lease Lockheed Martin F-16 
jets instead, due to be made in the 
next few months, will be highly sensi- 
tive. 

Yesterday a number of Conserva- 
tive MPs inspected a Land Rover 
ambulance, which was parked in New 


Palace Yard outside the House of 
Commons as part of a last-ditch lobby- 
ing exercise by the company. 

Sir Norman Fowler, the former cab- 
inet minister, said; "It would be an 
enormous blow if the order for the 
ambulance for British forces went 
outside the UK. At the end of the day, 
I hope the quality of the Land Rover 
will come through." 

Other Tory MPs with constituency 
interests in the order have raised the 
matter in the Commons, and Mr 
Andrew Hargreaves, MP for Birming- 
ham Hall Green, asked the prime min- 
ister to intervene. 

The opposition Labour party has 


also sought to maximise Mr Portillo's 
discomfort. Mr David Clark, the 
party's shadow defence secretary, 
said: “This is a vital procurement 
order for the British defence 
industry, and Michael Portillo should 
take account of these vital consider- 
ations." 

Many Conservative MB believe Mr 
Portillo may override his officials and 
opt to buy the Land Rover, thereby’ 
reaffirming his patriotism. 

Mr George Adams, head of govern- 
ment and military operations at Land 
Rover, said yesterday that the compa- 
ny’s exports could be hit if it did not 
win the British army order. 
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SHOWGIRLS 
Paul Verhoeven 


THE WAR 
John Avnet 


DEVIL IN A BLUE DRESS 
Carl F ranklin 


THE RUN OF THE 
COUNTRY 
Peter Yates 


S howgirls comes' to Britain 
with the advantage of hav- 
ing been loathed by critics 
and audiences . in America. 
Over here we love an under- 
dog. I could hear the revaluations 
starting right after the. press show. 
Critic one: “ft's not that had.” Critic 
two: “No, I’ve seen far worse . . ." 

Be comforted. Ft is that bad. But 
like any underdog it has moments of 
lovability. Brought into the world by 
the Basic Instinct team of director 
Paul Verhoeven and writer Joe Esz- 
terhas, it lopes its mangy, occasion- 
ally mirthful way through a plot 
about a young blonde (Elizabeth Berk- 
ley) who comes to Las Vegas dream- 
ing of success as a dancer and discov- 
ers - horror - that the place is full of 
gambling, crime and commercialised 
sex 

Trying to keep her wings untar- 
nished. even as she bares other body 
parts, she meets a crypto-lesbian 
dance star (played by Ava Gardner 
ioo kaiik e Gina Gershon), a scummy 
impresario (Kyle Twin Peaks McLach- 
lan), a rock-singing rapist (William 
Shockley) and a young black dancer 
(Glenn Plummer). Pl umm er could 
save her from career corruption, since 
his background is in Alvin Alley 
rather than bump and grind, but the 
foolish girl rejects his advances. 

The film's own inspirational back- 
ground seems to be 1950s Hollywood, 
when America specialised in this kind 
of luhridously outraged melodrama. 
Back then the country had an excuse: 
it had to get its excitement some- 
where (while pretending to moralise), 
for it was the decade of Eisenhower 
and famil y values. Here in the 1990s. 
though, even with Aids to add cau- 
tionary piquancy to sex, we have 
come too for to go “Gosh,” and “Tsk 
tsk!" at scenes of flashing nipples or 
rotating demeres. In most weeks we 
get enough of these at home, courtesy 
of the TV or VCR. 

• While Eszterhas's script is peppered * 
with lines you cannot believe sur- 
vived the waste-paper basket (“She’s 
all pelvic thrust!"), Veiboeven’s direc- 
tion scrapes bottom in all senses and 
the acting is largely done in sign lan- 
guage. I came finally to wonder if 
newcomer Elizabeth Berkley was 
descended from the 18th-century phi- 
losopher Bishop Berkeley, who, you 
recall, said “ Esse est percipi " or 
“Being is being seen.” As well as 
being the motto of the whole expo- 


sure-obsessed late 20tb century, it 
could be the signature text of a movie 
whose view of human truth is that if 
fiie audience's faces are not rubbed in 
it it does not exist. 

* 

The War, set in small-town Missis- 
sippi in the 1970s, succumbs -to an 
opposite extreme. It is so wholesome 
that it makes us hanker again for J-ac 
Vegas. Vietnam veteran Kevin Cost- 
ner is plagued with combat night- 
mares, notably one in which he leaves 
a wounded friend to die in battle. So 
he wants his children to grow up 
valuing loyalty but despising war. 
Unfortunately they take two hours of 
screen time to imbibe this, doling 
which they build a tree lw use, fight 
fbr it over and over with a rival gang 
and execute countless “dares" by div- 
ing into lakes of whirlpools. 

The film should carry a warning: 
“Children, do not try any of this at 
home.” Above all, do not attempt to 
compose music like that of Thomas 
Newman, which filly in all the bits of 
enraptured preachiness that might be 
missing from Kathy McWhorter’s 
script or the direction of Jon Avnet, 
who made Fried Green Tomatoes At 
The Whistle Stop Cafe. This is 
half-baked fortune cookies at the US- 
Canfudan roadhouse. 

A relief to turn to the stylish 1940s- 
set thriller Devil In A Blue Dress. 
Hardboiled is always better than 
half-baked, though these qprgs-Chan- 
dler films also have their strange 
cliches. Have you noticed how often 
the hero returns home after a day's 
vain sleuthing to find the exact object 
of his search? He or she Is sitting 
there in the dark, a gun on the lap if 
male or a smile on the Up if female . 
And we think: why on earth don’t 
these gumshoes just stay at home and 
wait for their quarries, to come to 

them* 

It happens so often in this movie, 
directed by Carl Franklin from a Wal- 
ter Moseley novel, that hired snoop 
Denzel Washington might as well sell 
his wireless. He is entertained at 
home each night by colourfhl charac- 
ter actors. “It’s a story about the 
American dream," f.Tflimg Franklin, 
who made the scarify witty thriller 
One False Move . But it isn’t really. 
Nor Is It the deep foble of racial stand- 
off Franklin also claims, though set in 
a postwar LA. simmering with black- 
versus -white mistrust It is more a 
good handcrafted film noir with show- 
piece thespians. 

As Denzel Washington, whose own 
hint of a Bogartian lisp gives Mm noir 
cred. seeks the vanished mistress of a 
biackro ail - enabrisUed Majyoral candi- 
date, the plot pinballs him from one 
memorable heavy to the next These 
include the majestically blubbery 
Maury Chaykin as a rival political 
candidate and Tom Sizemore as the 
chief hoodlum; a dandified lump of 
venom with a toothbrush moustache 
and two trigger-happy henchmen. 
“Shoot him! (pause) I'm only joking” 
is a gag his captives particularly 
eqjoy. 

The missing lady herself is played 



with peek-a-boo hair and slinky grace 
by Jennifer Floshdance Beals. She is a 
hard act for Denzel to find, until we 
all finally whisper from the stalls, “Go 
home and she’ll probably be there." 
And of course she is. 

★ 

In The Run Of The Country the title 
landscape is Ireland. Even blindfolded 
we would know this, from the (wangl- 
ing flute music by Cynthia Millar and 
the rolling highs and lows of Albert 
Finney’s accent 

After his barrel-chested Irish police- 
man struck by love in The Playboys, 
Finney obviously stayed on to stretch 
himself. Here he plays a barrel- 
chested Irish policeman struck by 
loss. IBs dying wife leaves an only 
son (Matt Keeslar). who becomes our 


guide and hero through a growing-up 
tale as much about Ireland itself - or 
so claims writer Shane My Left Foot 
Connaughton, adapting his own novel 
- as about the boy's first skirmishes 
with love (Victoria Smurfit) and 
ardent nationalism (Anthony Bro- 

Pby). 

Peter Yates directs with low energy 
on a low budget. The ill-focused movie 
seems to drift from scene to scene, 
mostly as bemused as its hero's face 
as it tries to sort foble from reality. 
Only one character, Brophy’s farm- 
hand with a sly wit and secret guer- 
rilla life, jumps to life. The rest, even 
Finney's underscripted soak designed 
to deliver that old old favourite. 
Fatherly Advice From One Who Made 
The Same Mistakes, slowly melt into 


file scenery. 

Finally, two for the better-late-than- 
never category. The BBC’s film of 
Jane Austen's Persuasion, though 
aired twice on television, is allowed a 
Barbican cinema outing after besotted 
reviews in America. And Love Affair 
(PG, Glenn Gordon Caron) stars War-" 
ten Beatty and Annette Bering in a 
remake of An Affair To Remember, 
the film to which Sleepless In Seattle 
paid adoring tribute. 

The Beatty-Bening effort boasts 
pretty photography and fair badinage 
between Hollywood's First Couple. 
But it dived through the floor at the 
US box office, ending chances of a full 
commercial release in Britain. It now 
sneaks a short, pre-video week at the 
National Film Theatre. 


Opera in Lausanne/Andrew Clark 

Camped-up 'Comte Ory' 


O pportunities to hear Le 
comte Ory, Rossini's sophis- 
ticated operatic comedy, 
are regrettably rare. You 
need a high tenor capable of travers- 
ing the vocal leaps with ease, a lyric 
soprano of wit and agility, and a con- 
ductor who understands the style. 
Small wonder it is usually encoun- 
tered only at festivals. 

So the Lausanne Opera's New Year 
production was doubly welcome. It 
introduced two singers of unmistakea- 
ble quality, both of them American. 
Jeffrey Francis, who sang the title 
role, has won plaudits elsewhere in 
baroque opera, for which his even, 
cultivated timbre and strong stage 
presence are ideally suited. Now he 


has proved himself equally adept at 
Rossini. Unlike most interpreters of 
this high-wire part, Francis never 
showed the slightest strain; there was 
no trace of passaggio in the voice, no 
falsetto. We heard singing of elegance 
and verve, an easy fluidity up and 
down the range, and a teasing way 
with the words. 

And here is a tenor who can act 
Francis knows how to camp it up in 
style, turning from ogling hermit-con- 
fessor to hairy-legged mm with the 


comic artlessness of the late Peter 
Sellers. Equally important, Francis is 
an ensemble player, as interesting to 
watch when not singing. 

The object of his desire was Laura 
Claycomb’s Countess Adfele. Clay- 
comb's European debut as Beffini’s 
Giulietta two seasons ago in Geneva 
signalled a bel cantist of immense 
promise. On the evidence of her 
Ad&le, she is maturing well Despite 
her clear, cool timbre, she conveyed 
warmth and fragility; she is too musi- 


cal a singer to be a mere vocal 
machine. 

With Diana Montague’s gracious 
Isolier and Alessandro CorbeDi’s expe- 
rienced Raimbaud, the cast was all 
one could wish for. So, too, were the 
Lausanne Chamber Orchestra's 
accompaniments under Evelino Pidfi. 
It is not hard to see why Pido has 
established himself as a leading Ros- 
sini interpreter. He generates a keen 
momentum while allowing the music 
to breathe, and shows how subtly 


Rossini embroidered the verbal jokes. 

Perhaps it was too much to expect a 
staging of gimiiar sensitivity. Denis 
Krief, an Italian pupil of PonneUe, 
turned the performance into an A-to-Z 
of production tricks. The action, 
updated to the present, unfolded as a 
piece of pleasure-park entertainment, 
to which audience and chorus were 
introduced by Raimbaud in the guise 
of a ma g ician . Ory snogged with “cli- 
ents" inside a giant condom, dis- 
pensed wisdom from a psychiatrist's 
chair and consorted with go-go danc- 
ers. The stagework was polished and 
often funny, but it had more to do 
with an Italian variety show than the 
Gallic suggestiveness of Rossini’s 
invention. 


London Fringe Theatre 

Damn Yankees 


I t is a happy new year 
whose first musical ends 
with “You gotta have 
heart". Damn Yankee s, a 
hit show when first presented 
in 1955. is an endearing piece 
of Americana in which the 
Faust legend is adapted in 
baseball terms. Joe Boyd says 
he'll sell his soul to become a 
great baseball player where- 
upon Mr Applegate appears 
(from Hell), transforms him 
into a young hero, and lures 
him away from his wife Meg. 
Applegate also produces Lntn. 
a seductive siren, to keep Joe 
away from the straight and 
narrow, and . . . No. the plot is 
best enjoyed if most of it takes 
you by surprise. Ironically, 
considering its subject matter, 
what is most amiable in Damn 
Yankees is its innocence. 

Damn Yankees was the work 
of Richard Adler (composer) 
and Jerry Ross (lyrics), who 
had also written The Pajama 
Game. (Six months after the 
Broadway premiere of Damn 
Yankees, the collaboration 
ended when Ross - aged 29 - 
died of a lung disease.) Though 
none of the songs in the show 
have carried on into common 
currency today, each one of 
them is deftly and appealingly 
written. And, as the show pro- 
ceeds, Adler’s songs lay before 
you the sumptuous panoply of 
musical styles available in the 
1950s - march, waltz, rumba, 
tango, mam ho- and more. This 
is, I believe, a wider range than 
the then dominant genre of 
musical created by Rogers and 
Hammerstein, and it is cer- 
tainly mare vividly evocative 
of the period in which these 
shows were written. 

This London revival is put 
on by the enterprising Bride- 
well Theatre - one of London's 


Fav’rite 


Y ou might expect a play 
written in celebration 
of the centenary of the 
National Trust to be as 
tasteful and restrained as a 
stately home tea room. But 
Fav'rite Nation is anything 
but Robin Brooks' play for 
Empty Space theatre company 
seethes with turbulent pas- 
sions. unrequited love and con- 
flicting desires. 

Brooks portrays a group of 
Victorian thinkers and 
acquaintances involved in the 
run-up to the trust's founda- 
tion, concentrating particu- 
larly on the curious relation- 
ship between the art critic 
John Ruskin and Octavia Hill, 
the energetic social reformer 
who became a guiding light 
behind the trust’s foundation 
in 1895. 

The play begins with their 
first meeting, when he is a 
critic of consequence and she 
an idealistic 15-year-old torn 
between her desire to become 
an artist and her urge to do 
good works. He signs her up as 
his copyist, and she patently 
adores him. But he, having no 
Idea how to handle her, treats 
her with the sort of sensitivity 
one usually reserves for a door 
mat. 

They are in good company, 
however, since virtually every- 
one in the play is driven by 
dreams and consumed by 
anguish. Love is always unre- 
quited. Sophia. Octavia’s 
impetuous, independent friend 
is in love with Octavia; Octavia 
with Ruskin; he pines for the 
young artist Rose la Touche, 
who languishes confusedly, 
while her mother, also in love 


newer fringe theatres, in a for- 
mer swimming pool just off 
Fleet Street - and the cast has 
just enough technique to put 
the songs across to this theatre 
without microphones. (When 
the organ swamped the words 
of the opening number, I 
feared the worst, but this 
proved a one-off.) 

It is a pity that some of the 
Bridewell singers, especially in 
the chorus, wear the kind of 
old-fashioned make-up that is 
only elsewhere to be found 
today in Mediterranean opera 
houses. One does not have 
complete belief, for example, in 
baseball players who. at the 
sides of their eyes, sport thick 
streaks of white between upper 
and lower levels of coal eye- 
liner. Carol Metcalfe, directing, 
cannot make all the supporting 
players seem better than ama- 
teurs. And yet. as this Damn 
Yankees proceeds, it wins its 
audience with - well, yes - 
heart. 

The most accomplished sing- 
ing is that of Jill Martin as the 
hausfrau Meg Boyd, and the 
wittiest performances are 
those of Peter Gale as Apple- 
gate and Liz Izen as Lola. The 
devil and his accomplice grt 
the most show-stopping num- 
bers - but they do not actually 
get the best tunes. Witness the 
final trio - a very winning 
update of the classic trio that 
ends Gounod’s Faust - in 
which Joe and Meg soar 
steadily along in twinned vocal 
lines, while the poor devil 
splutters away with lines like 
“Listen to me. you wife-loving 
louse!" 

Alastair Macaulay 


Bridewell Theatre, EC4 
(0171-936 3456). 

Nation 


with Ruskin. is gnawed away 
by jealousy. When the charac- 
ters are not being torn apart by 
love, they are striving to recon- 
cile social conscience with aes- 
thetic taste. 

Brooks communicates well 
the sense of a time of change, 
where the harsh realities of 
industrial London clash with 
philanthropic ideals. The struc- 
ture of the play, delivered in 
short sharp scenes, is restless 
and there is a highly charged 
atmosphere in which both 
Octavia’s - successful energy 
and Ruskin’s profound despair 
seem possible. Andrew Holmes’ 
production builds on this, turn- 
ing the Lyric Studio into a 
dreamlike arena in which 
scenes are whisked on and off 
in just a switch of Cath 
March’s Tumeresque screen. 

But there are large draw- 
backs to the style as well. 
Issues are signposted awk- 
wardly and actors often have 
to turn on a sixpence to sug- 
gest emotional changes. The 
cast is strong, but cannot sur- 
mount file sketchiness of the 
characters. 

Most frustra tangly, you even- 
tually feel shortchanged by the 
high-speed revolve of ideas. 
The final impression is of hav- 
ing come close to a fascinating 
subject, but not quite close 
enough - rather like one of 
Octavia’s copies. 

Sarah Hemming 

Continues at the Lyric Studio, 
London W6 <0X81-741 2311) to 
Jan 20. Then on tour to Bel- 
fast, Bristol, Edinburgh and 
Stratford-upon-Avon . 



AMSTERDAM 


Tel: 49-30-3438401 

• Die ZauberflOte: by Mozart 
Conducted by Lawrence Foster and 
performed by the Deutsche Oper 
Berlin. Soloists include Amanda 
Hafgrimson, Manana Cioromtia and 
Reinhard Hagen; 7.30pm; Jan 16 

■ BOSTON 

EXHIBITION 
Museum of Fine Arts 
Tel: 1-617-267-9300 

• Impressions of Francs: Mo net. 
Renoir, Pissarro and their Rivals: this 
exhibition of approximately 90 works 
examines the nature of French 
landscape painting compared with 
paintings shown in the Paris Salon 
in the latter part of the 19th century. 
The Impressionist component 
indudes landscape paintings by 
Monet, Renoir, Gauguin, Sisley, 
Pissarro and Cteanne. The Salon b 
represented by such artists as 
Corot, Daubigny, Chinfreuil and 
Boudin; to Jan 14 

■ CHICAGO 

OPERA 4 OPERETTA 
Civic Opera House & Civic Theatre 
Tel: 1-312-332-2244 

• Don Giovanni: by Mozart 
Conducted by Yakov Krdzberg mid 
performed by the Lyric Opera of 
Chicago. Soloists indude James 
Morris, Lucio Gallo, Luba 

imrtHtii isi ksaal Orgonasova, Frank Lopardo and 
Juliana Rambald; 7.30pm; Jan 13 

theatre 

The Goodman Theatre 

Tel; 1-312-443-3822 

• Black Star Line: by Charles 
Smith. The world premiere of this 
epic drama centering on the fife and 
times of black leader Marcus 


luseum 

5732911 

ndriesse - fotografie: 
e exhibition of work by 
rhotographer Emmy 
1914-1953). partieiriarty 
he photographs she 
jsterdam in the winter of 
ie display includes 
tographs. portraits of 

photographs Andriesse 

travelling in Europe 
3 st project she worked 
oncemed the painter 
Gogh: to Jan 14 


jy Bruckner. 

liner 
fester. 
Wand; 8pm; 


Garvey. Tazewell Thompson directs 
a cast of 21 , portraying twice as 
many characters including such 
historical figures as African American 
leader W.E.B. DuBots and black 
cosmetics magnate Madame C J. 
Walker Tue {Feb 6, 13). Wed, Thu, 
Sun 7.30pm, Frl, Sat 8pm, Thu (Jan 
25, FCb 1, 8), Sat (Feb 3, 17), Sun 
2pm, Mon (Jan 22) 7pm; from Jan 
12 to Feb 17 


■ DRESDEN 

OPERA & OPERETTA 
Sachsische Staatsoper Dresden 
Tet 49-351-49110 
• Friedenstag: by R. Strauss. 
Conducted by Stefan Softesz and 
performed by the Sachsische 
Staatsoper Dresden. Soloists include 
Hans-Joachim Ketelsen, Sabine 
Brohm, Luana DeVol, Andrea Ihle 
and Tom Martinson; 7.30pm; Jan 16 


■ HELSINKI 

OPERA & OPERETTA 
Opera House Tel: 358-0-403021 
• Die Fledermaus: by J. Strauss. 
Conducted by Ari Angarvo and 
performed by the Finnish National 
Opera. Soloists include Jukka 
Salminen, Rrtva-Uisa Korrionen, 
Pekka KShkSnen and Eava-Uisa 
Saarinen; 7pm; Jan 13, 16 


■ HOUSTON 

EXHIBITION 
The Menfl Collection 
Tel: 1-713-525-9400 
• Edward KJenhoiz 1954 - 1962: 
the exhibition explores the early 
mature works of the American artist 
Edward KJenholz (1927 - 1994), as 
he made the transition from Abstract 


Expressionist painting to 
assemblage-based sculpture. The 
exhibition includes “Roxys”, 
Kienhotz’s first full-scale tableau, 
created In 1960 - 61; to Jan 14 


■ LEIPZIG 

OPERA & OPERETTA 
Oper Leipzig Tel: 49-341-1261261 
• Carmen: by Bizet. Conducted by 
Jiri Kbut and performed by the Oper 
Leipzig and the Gewandhaus- 
orchester. Soloists include Cornelia 
Heifricht, Hendrikje Wangemann, 
Ernesto GrisaJes and Tomas Mdwes; 
6pm; Jan 14 


■ LONDON 

CONCERT 

St John's, Smith Square 
Tel: 44-171-2221061 

• David Goode: the organist 
performs works by Goehr, Grim ley 
and HoHoway; 6pm; Jan 12 
EXHIBITION 

Didwfch Picture Gallery 
Tel: 44-181-6935254 

• Death Passion and Politics: Van 
Dyck's Portraits of Venetia Stanley 
and George Digby: this exhibition 
explores the histories and themes 
surrounding the portraits “Venetia, 
Lady Digby on her Deathbed” and 
“George, Lord Digby, later the 2nd 
Earl of Bristol” by Van Dyck. The 
exhibition includes several other 
portraits by Van Dyck, Digby family 
correspondence and publications by 
Venetia’s husband Sir KeneJm Digby; 
to Jan 14 


■ MUNICH 

EXHIBITION 

Villa Stuck Tel: 49-89-4555510 


• Loie Fuller. Getanzter Jugendstik 
exhibition devoted to the American 
dancer Loie Fuller (1862 - 1928), 
who was one of the leading figures 
in the Paris of the fin de siecte and a 
source of inspiration for 
contemporary artists such as Rodin; 
to Jan 14 


■ NEW YORK 

EXHIBITION 

The Metropolitan Museum of Art 
Tel: 1-212-879-5500 
• Hiroshi Sugimoto: exhibition of 
work from four series by this young 

Japanese photographer, including 
photographs of movie palace 
interiors and of the thousand 
Buddhas at the Sanjusangendo 
temple in Kyoto; to Jan 14 


■ PARIS 

CONCERT 

Saile Pleyel Tel: 33-1 45 61 53 00 

• Chantal Perrier-Layec: the 
harpsichord-player performs works 
by J.S. Bach; 8.30pm; Jan 13 
Theatre des Champs-Bys6es 
Tel: 33-1 49 52 50 50 

• La Trulte: oellist Pieter Wispelwey 
performs J.S- Bach’s “Cello Suite 
No.1", violinist Philippe Graffin. 
cellist Torleif Thed6en and pianist 
Jeremy Menuhin perform Schubert’s 
“Piano Trio No .2", and violinist 
Gerard Pouiet, viola-player Vladimir 
Mendelssohn, cellist Frans 
Helmerson, double bass-player 
Wolfgang GOttfar and pianist 
Jean-Louis Steuerman perform 
Schubert's “Piano Qulrttet in A major 
(Die ForeHe)"; 8.30pm; Jan 13 
THEATRE 

Com&fle Frangaise, SaUe 
RicheSeu Tel: 33-1 40 15 00 15 


• Le Misanthrope: by Moll6ra. 
Directed by Simon Eine. The cast 
Includes Alain Pralon, Francois 
Beaulieu, Dominique Conslanza and 
Yves Gase; 8.30pm; Jan 13, 15, 17 


■ STOCKHOLM 

DANCE 

KungHga Teatem - Royal Swedish 
Opera House Tet 46-8-7914300 
• The Nutcracker a choregraphy 
by Jens Ros6n to music by 
Tchaikovsky, performed by the 
Royal Swedish Ballet Soloists 
include Nathalie Perriraz, Eva Nissen 
and Christian Rambe; 6pm; Jan 13 


■ STUTTGART 

opera & operetta 

Staatstheater Stuttgart 
Tel: 49-711-20320 
• Die ZauberflOte: by Mozart 
Conducted by Janos Kulka and 
performed by the Oper Stuttgart; 
7pm; Jan 14 


■ VIENNA 

opera & operetta 

Burgtheater Tel: 43-1-514442960 
• Die Drefgroschenoper by Wall. 
Conducted by Peter Keuschn'tg and 
directed by Paulus Man ken 7pm; 
Jan 12, 13 


■ WASHINGTON 

OPERA & OPERETTA 
Eisenhower Theater 
Tel: 1-202-467 4600 
• II Barbfere di Siviglia: by Rossini. 
Conducted by Heinz Fricke and 
performed by the Washington 
Opera; 7.30pm: Jan 12, 15 


WORLD SERVICE 
BBC for Europe can be 
received in western Europe 
on Medium Wave 648 kHZ 
(463m) 


EUROPEAN CABLE 
AND SATELLITE 
BUSINESS TV 
(Central European Time) 
MONDAY TO FRIDAY 

NBC/Super Channel: 

07.00 

FT Business Morning 

10.00 

European Money Wheel 
Nonstop live coverage until 
14.00 of European 
business and the financial 
markets 

17.30 

Financial Times Business, 
Tonight 

Midnight 

Financial Times Business 
Tonight 
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COMMENT & ANALYSIS 


Peter Martin 

Squeezing out the profits 

The tumround of a US company from near-bankruptcy into potentially the world's 
biggest packaging group illustrates how to make money from a mature market 



This is a story about the 
ultimate mature market: tin 
cans, among the earliest mass- 
produced objects still in daily 
use. How do you make money 
from a market so mature, 
where the product is univer- 
sally seen as a commodity? 

The answer is vividly illus- 
trated by the takeover bid, 
now at last onder way, by 
Crown Cork & Seal of the US 
for Camaud MetalBox (CMB), 
the Franco-British company. 

Crown, which gets its name 
from its original product the 
“crown" bottle cap, probably 
knows more about squeezing 
profit out of mature markets 
than any other company in 
the world. In 1957 it was 
nearly bankrupt. Now, if the 
CMB deal goes through, it 
becomes the world's biggest 
packaging company, with 
sales of more than $iObn a 
year. 

The story of its tumround is 
one of the Harvard Business 
School's most celebrated case 
studies. The hero is John Con- 
nelly, son of a Philadelphia 
blacksmith, who pushed his 
way on to the Crown board in 
November 1956 and became 
president a few months later 
after the bank threatened to 
pull the company’s loan. 

Connelly, a man of bound- 
less energy, was astonished at 
what he had inherited. Senior 
executives spent their time 
wining and dining each other 
at country clubs. At one plant, 
he found workers playing 
cards, sleeping or budding a 
bar for their boss. At another, 
a Fortune article of the time 
describes him sitting through 
a litany of complaints about 
unreasonable clients. “He 
hadn't known what to make of 
Crown, he said, but now he 
knew it was something truly 
unique in his business life - a 
company where the customer 
was always wrong:" 

Over the next 30 years, Con- 
nelly cut costs, invested 
heavily in the company's 
areas of strength, and instilled 
an attitude of intense cus- 
tomer service. Rival can- 
makers, disheartened by the 
industry's brutal price compe- 


tition, sold him their 
operations on the cheap. He 
bought back shares whenever 
possible. And he kept on cut- 
ting costs. Overheads were a 
particular target. Selling and 

administrative expenses fell 
from 12 per cent of sales in 
1356 to an astonishingly low 
2.8 per cent in 1990. 

That was the year Connelly 
died, still c ha irman at the age 
of 85. His homegrown succes- 
sor, William Avay, inherited 
Connelly’s parsimony, but not 
his aversion to debt. Since 
1990, he has stepped up the 
pace of acquisitions; the CMB 
deal is the biggest yet 

Both Crown and CMB are 
themselves the result of a 
string of previous mergers. So 
one answer to the question of 
how to profit in a mature mar- 
ket is to merge in search of 
scale. But mergers often cre- 
ate more problems than they 
solve: for example, the merger 
that created CMB, between 
France's Carnaud and 
Britain's Metal Box, initially 
produced a state of internal 
warfare. In industry after 
industry, scale has proved an 
amplifier it can enhance the 
impact of successful policies, 
but also magnify the 
weaknesses of poor manage- 
ment, turning two mediocre 
companies into a single 
disaster. 

So what are the successful 
mature-market policies that 
Crown has been able to 
amplify by the judicious 
search for scale? Seen from 
the outside, there are three. 

First to avoid radical divs-- 
sificatlon. Few industries have 
diversified as dismally as the 
can-makers. They started 
decades ago: one of Connelly's 
first acts at Crown was to can- 
cel an unsuccessful move into 
icecube trays. But that was a 
modest move compared with 
Crown’s three much bigger 
rivals, American Can, 
National Can and Continental 
Can - none of which remains 
in the can-making business. 

After flirting with paper 
cups, dress patterns, chemi- 
cals and other types of packag- 
ing, American Can diversified 


into financ ial services, under 
the inspiration of former 1960s 
whizz-kid Mr Gerry Tsai. It 
changed its name to Primer- 
ica, and sold its can lines in 
19% to Nelson Peltz and Peter 
May. They already owned 
National Can, which had 
never quite recovered from 
an unsuccessful foray into 
pet foods and vegetable 
canning PeltZ and May Sold 
the combined group to 
France’s Pfechlney. which still 
owns it 

Continental diversified into 
forest products, then sold out 
to a construction and mining 
group, which passed on the 
business to Crown. Its name 
survives today because it was 
bought (along with a few for- 
mer Continental assets) by a 
company formerly known as 
Viatech. 

This frenzy of deal-making 
makes Crown's steadiness of 
purpose the more striking. It 
has widened out its activities 
geographically - the CMB deal 
is just the latest step in a pro- 
cess that led to more than half 
the company’s operating prof- 
its coining from outside the 
US by the time of Connelly's 
death. And it has diversified 


cautiously within the packag- 
ing business, first fatn alumin- 
ium fans and now into plastic 
containers, in whfeh It sees its 
future growth. But it has 
remained entirely committed 
to its basic businesses, and 
has continued to invest in 

hhwnr 

The second policy dates 
ha<*if to Connelly's dis astrous 
initial plant tour. Ever since, 
Crown has placed a big 
emphasis on customer service. 
Cans are probably the original 
just-ln-time component: cus- 
tomers hale stockpiling them 
but may find their needs dras- 
tically affected by changes In 
the weather or the harvest 
So Crown has competed partly 
by its readiness to meet sud- 
den surges in customers' 
demand. 

As well as meeting custom- 
ers’ needs, however, Crown 
must also make money out of 
the relationship — hence the 
search for scale. Traditionally, 
the running business was 
squeezed between big, oligopo- 
listic suppliers of steel and 
aluminium ar> d a handful of 
giant penny -pinc h in g custom- 
ers, the global food and bever- 


tomer service in the world 
could do little to prevent the 
squeeze on margins. 

After the CMB merger, says 
William Avery, “we are now 
large enough that -we match in 
size our suppliers and our cus- 
tomers". That should provide 
both the ability to offer cus- 
tomers a more truly world- 
wide service - and the oppor- 
tunity to drive a better deal 
while doing so. 

Still, margins on packaging 
are always likely to remain 
tight- Which raging that the 
third Crown policy - relent- 
less focus on costs - Is as rele- 
vant as ever. "We have to take 
the fat out of CMB." Mr Avery 
told the FTs Andrew Jack 
this week. “We want to c on- 
centrate an what our custom- 
ers want, not our employees." 
He expects to see a one per- 
centage-point drop each year 
in the ratio of CMB’s selling 
and administrative costs to 
sales, to bring them closer to 
Crown's 2.8 per cent from 
their present 9 per cent His 
target for the next few years is 
to get them to between 5 per 
cent and 5V4 per cent 

There is one other ingredi- 
ent in the Crown story that is 
relevant to all companies oper- 
ating in mature markets: 
strong leadership, keeping 
managers and workers 
enthused and energetic in a 
struggle which must some- 
times seem unglamorous and 
unrewarding. Otherwise, it Is 
easy to slip into pointless 
^versification, slack customer 
service and a resigned accep- 
tance of decline. 

A story told about Connelly, 
recounted by Fortune in 1962, 
illustrates the way o ne man’s 
example can set the standard 
for a whole corporation: “An 
associate recalls driving to his 
home in the predawn black- 
ness to pick him up for a flight 
to a distant plant The Con- 
nelly house was dark, but he 
spotted a figure sitting on the 
curb under a street light 
engrossed in a loose-leaf book. 
Connelly’s greeting, as he 
jumped into the car: T want to 
talk to you about last month's 
variances.’ " 


age processors. All the cus- 



B1NANCIAJL TIMES THURSDAY JANUARY II 1996 



FIRST WORLD, THIRD WORLD By William Ryrie 
St Martin’s Press, $ 39.95 • 


Weed that can strangle 
economic growth 


' i As senior 

economist in 

Bank's India 
..Division 20 
years ago. I 
asked an official responsible 

for granting industrial licences 

whether he would respond 
favourably to a proposal for a 
new investment which would 
undercut existing producers. 
He responded with astonish- 
ment at the Idea th«t the abil- 
ity to produce a product more 
cheaply could justify addi- 
tional capacity in what the 
authorities deemed to be a sat- 
urated market 
Given such attitudes, it is 
hardly surprising that India 
foiled to raise overall manufac- 
turing productivity during its 
decades of controls on indus- 
trial capacity. Mare surprising 
was the World Bank’s support 
for a country with policies that 
were so perverse. Some of what 
the bank was doing in India 
was beneficial. But its most 
significant impact, I concluded, 
was to hel p sustain indefensi- 
ble policies. 

On the basis of far richer 
Sir William Ryrie, 
a former wawiarin tn the UK 
Treasury, permanent secretary 
of the Overseas Development 
Adminis tration and of the 
In ternational Finance Corpora- 
tion, the privalfrsector affiliate 
of the World Bank, has reached 
similar conclusions. In this 
admirably dear and trenchant 
book, he argues that “the aid 
movement has lost its way". 

“The moral and political 
arguments for supporting aid 
aimed at development in the 
third world are,” states Sir Wil- 
liam, “sound and valid, subject 
to one overriding consider- 
ation. Eve r y t hing depends an 
whether we can honestly 
believe that aid can and will 
produce successful results m 
practice. The difficult questions 
about the international devel- 
opment effort are not, in my 
view, about issues of principle, 
but about practicability." 

Unfortunately, many of the 
flowers fertilised by aid have 


turned into weeds. In I960; for 
example, Ghana's income per 
head was higher than Korea's; 
by 1990 It was a 15th of the 
Korean level. Aid was not the 
difference between these two 
countries; policies were. - 

Economies founder when 
governments attempt too 
much. Unfortunately, aid 
encouraged governments to do 
just that. This was partly 
because many of those 
involved were intervention ists, 
but also “because aid activity 
consisted of transferring 
resources to governments for 
use b y gov amnents". 

Sir William argues that tbe 
impact of aid in many cases 
has been positively harmful. It 
has financed inefficient public 
enterprises, strengthened the 
position of corrupt rulers and 
pauperised countries. 

His recommendations are as 
forthright as his analysis. Most 
Important, the “basic test of 
development success must be 
economic growth", because “if 
poverty is to be attacked suc- 
cessfully, the economy as a 
whole must grow". Moreover, 
«rinr*» only a dynamic market' 
economy can produce the 
desired result, the main chal- 
lenge to aid donors- is to put 
poor countries on the path of 
rapid market-led development. 

Sir William argues for two 
principal criteria in allocating 
official aid: 

• It should be used only for 
investments which the private 
sector (domestic or foreign) 
will not undertake, or where 
there are compelling reasons of 
public interest why they 
should be undertaken by the. 
state and not the private see-' 
tar. 

• It should finance only prior- 
ity investments (and not recur- 
rent expenditures) which are 
likely to earn a high rate of 
return for the country. 

As is to be expected of some- 
one who headed the IFC for 
almost a decade. Sir William 
believes international institu- 
tions can help promote private 
enterprise. He stresses, in par- 
ticular, support for capital 


markets, small business and 
w^scaie private investments 
in infrastructure. He notes, 
however, that aid has too often 
thwarted private investment 
by financing inefficient public- 
sector alternatives. 

Where would suck a recon- 
sideration leave the World 
-Rank the colossus of develop- 
ment agencies? This is the 
question now facing Mr Jim 
Wolfensohn, Its president since 
last summer. The World Bank, 
argues Sir William, is over- 
staffed, inward-looking and 
overly academic. But It is also 
too often unfair ly criticised “by 
people fcr whom the size and 
power of the World Bank is a 
natural object of hostility". 

Mr Wolfensobn's task “is to 
adapt the institution to 
the . . . changing world of tbe 
market economy”. In this 
world private capital markets 
play a much larger role and 
the bank’s role must be (Effer- 
ent and smaller. His challenge 
“is to wean the institution 
away from . . . habits which 
are at odds with the market 
philosophy; to make it 
acknowledge failure where 
there has been fail- 
ure; . . ■ and adopt a humbler, 
mare self-questioning attitude 
to the whole business of inter- 
national aid". 

If aid is to survive, it must 
indeed be rethought. The 
World Rank should, for exam- 
ple, forget tbe notion that tbe 
amounts of money it transfers 
is any indicator of its develop- 
ment impact Aid should never 
be provided to countries that 
are. reluctant to accept private 
investment or run economi- 
cally darnag in gr policy regimes. 
It should Instead be concen- 
trated on those projects and 
countries where it can make a 
substantial difference. But aid 
should not be allowed to 
become a government's pre- 
ponderant source of funds for 
an indefinite period. 

Sir William is to be congratu- 
lated for writing this wise and 
important book. It deserves 
careful attention from all those 
interested in the aid bumness. 
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Public pressure needed Civil servants in UK as 
for EU landmin es ban non-executive directors 


From Mr Jan- Willem Bertens 
MEP. 

Sr, Your article on 
landmines, “The ‘perfect 
defensive soldiers’ who refuse 
to stop killing" (January 6/7). 
conveys very well tbe vast 
scope of the problem caused by 
mines and tbe relative 
uselessness of mine-clearing 
efforts when so many more 
new mines are laid each year. 

Your writer refers to tbe idea 
of banning landmines as 
utopian. To have as at least a 
longer-term aim tbs complete 
prohibition of anti-personnel 
mines (though not necessarily 
anti-tank mines) is the only 
way forward. Tbe European 
parliament endorsed this aim, 
virtually unanimously, last 
June. 

Moreover, although 
international agreement must 
be sought, we do not have to 


wait for it Belgium has 
already decreed a total ban cm 
AFMs, France a partial one If 
all other member states of the 
European Union followed 
Belgium's lead, it would be a 
very significant step forward. 

What we need now is 
massive pressure from public 
opinion throughout Europe to 
ensure that aQ our 
governments renounce this 
barbaric and quite unnecessary 
method of warfare. Your 
article will help. By the way, 
the one success of tbe UN 
review conference so for has 
been to adopt a protocol 

banning laser w on pong 

designed to blind. 

Jan-WQkm Bertens, 
foreign affairs committee 
rapporteur cm landmines, 
European parliament, 

Brussels, Belgium 


Contributors to fashion 


From Mr Richard Denyer. 

Sir, Although f agree with 
some of the conclusions of 
your editorial “Dressing down 
in the City" (January 4X I have 
to say that its premise is 
wholly Cawed. To assert that 
“fashion is essentially 
parasitic" is to ignore, among 
other factors, tbe contribution 
of science, technology, market 
analysis and fog gp * 

to tbe development of natural 
and manufactured fihres, 
yarns, fabrics and garments. 

Without the significant 
creative contributions of 


Textile Institute members, few 
of the choices you refer to 
would be possible. Most of this 
century's advances in comfort, 
fit, colour, style and aftercare 
have been achieved only by 
team work between highly 
skilled professionals. British 
people have often been 
pioneers in this, by the way. 

Richard Denyer, 
general secretary & chief 
executive. 

The Textile Institute, 

10 Bbckfrfara Street, 
Manchester M3 SDR, UK 


Keeping an eye on the papers 


From Mr Andrew Thompson. 

Sir, Christopher Dunkley's 
data ("Why jokes are not 
criticism enough", January 10) 
that What the Papers Say 
represents television's sole 
attempt to monitor tbe press 
suggests that he turns cm his 
set for too late in the day. 

Every weekday morning 
BBCl’s Breakfast News 
includes a high quality review 
of that day’s papers. Its regular 

reviewers include Sir Bernard 
Ingham, Matthew Farris, 
Frances Edmonds and Mirhapt 
White. They offer a daily dose 
of trenchant and witty 
criticism. 


And Dunkley need not go 
hungry on a Sunday either, 
when Breakfast With Frost 

always includes a substantial 
paper review. 

While understanding his 
sadness at tbe diminution of 
What the Papers Say, Mr 
Dunkley and the public should 
be assured that the BBCTs 
Breakfast programmes keep a 
very d«» eye ta newspapers. 

Andrew Thompson, 
deputy editor, news and 
current affairs, 

BBC, 

Television Centre, 

Wood Lane, London W12, UK 


From Mr Roger Freeman MP. 

Sir, I was surprised to see 
from your leader “Bad hatting” 
(January 10) that the Financial 
Times was putting itself in the 
forefront of a campaign against 
dvll servants being able to 
hold non-executive 
directorships as part of senior 
management development 

As you say, the holding of 
non-executive directorships - 
of which there are now about 
60 - is just one of a number of 
“Interchange’’ programmes of 
secondments, attachme nts and 
joint training which have been 
developed over the years. But 
it Is an important and highly 
valued one, undertaken with 
tbe support of the 
Confederation of British 
Industry and a range of leading 
companies. 

Yon yourself have written 
favourably about just this 
Scheme in t fre I”** (now t 
recently In July 1994) and 
interchange arrangements 
have actually been s u pported 
by successive administrations 
going back to the 1970s. 

There is no confusion in the 
minds of any of those 


undertaking these duties about 
what their obligations are to 
their employer or to the 
companies puhta-apirited 
enough to give them tbe 
op p o rtu nity to learn and to 
contribute. Clear guidelines 
are laid down that any conflict 
of interest must be avoided. 
CMl servants take no payment 
from their directorships, pnd 
gain a great deal from the tima 
they make available to spend 
an such duties. 

Surely you are accidentally 
guilty of double standards 
here? On the one hand, you 
urge greater understanding 
within Whitehall and the civil 
service of the issues and 
challenges faced by the private 
sector and the community 
more generally. 

On the other hand you 
deride one of the man 
successful programmes to 
deliver such understanding. I 
hope you will think again. 

Roger Freeman, 
minister far public service, 
Cabinet Office, 

Whitehall, 

London SWTA 2AS, UK 


Incomprehensible UK tax 
laws need simplifying 


From Prttf DM. Myddellon. 

Sir, Far the third year 
running the Finance Bfll 
contains about 40Q pages to 
add to the huge mass of 
incomprehensible verbiage 
that constitutes tax law in the 
UK. Do those responsible not 
realise the need for fewer and 
stapler rales, or are they 
merely incompetent? 

In 1355 the Royal 
Commission on taxation said: 
"Two factors dominate every 
approach to suggested 
improvements to the system of 
taxation: one is its weight and 
the other is its complexity. ” It 
seems evident that the weight 
of Britain’s tax system largely 
causes its complexity. 

In 1979 the Co nse r v at iv e 
party's election manifesto said: 
“Taras take too large a share 
of rational income; thdr share 
must be steadily reduced." * 
Taxes then took about 45 per 
cent of the national income 
and they take the same 


proportion today. Net 
reduction In 17 years: zero. 

The Institute for Fiscal 
Studies recently set up a tax 
law review committee. But its 
terms of reference did not 
enable it to deal with tax 
policy issues, so its interim 
repeat was a waste ctf time. 

It is sometimes argued that 
“ignorance of the law is no 
excuse”. Yet in matters of 
taxation, knowledge of the law 
wouM be a miracle. This state 
or affairs is surely intolerable. 

Hie British government hag 
a duty to enact tax laws that a 
full-time expert has at least a 

sporting chance of gracing. It 

is a sad commentary on 
modern governments that 
nobody in tfceir senses expects 
this to happen. 

DiL Mydddton, 

Cranfield School of 

WMmpnwirf | 

Cranfleld, 

Bedford MK430AL, UK 
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Let Airbus 
fly free 


Reversals of fortune can be 
brutally swift in commercial air- 
craft manufacturing, a year ago, 
the European Airbus consortium 
was rejoicing at having won more 
annual orders than Boeing for the 
first time, while the US company 
was beset with job cuts a nd faTh'ng 
profits. Today it is Boeing which 
is Hying high. It captured about 
two thirds of world orders last 
year and has outstripped its Euro- 
pean rival particularly strongly in 
buoyant Asian markets. 

The success of Boeing’s newly 
launched 777 model, the unique 
and enduring appeal of its 747 
jumbo jet and the weak dollar 
have all contributed to the compa- 
ny’s recovery. However, the Air- 
bus consortium should not view 
its recent setbacks simply as a 
short-term problem, which reflects 
transient advantages enjoyed by 
its US competitor. If Airbus is to 
prosper, it needs to grasp this 
opportunity to tackle deep-rooted 
weaknesses in its own operations. 

Since the European consortium 
was farmed 25 years ago, it has 
established an i m pressi v e record 
of producing technologically inno- 
vative aircraft, closely matched to 
world demand. However, it is 
severely handicapped by an 
ungainly commercial structure, 
which rewards inefficiency and 
frustrates sound management 

As a groupment d'mttrit econ- 
omique, a form of French organi- 
sation popular among small busi- 
nesses, Airbus is not obliged to 
keep proper accounts. Manage- 
ment is split between the consor- 
tium and its four industrial part- 
ners. While the former mainly 
handles marketing, production is 
shared between Aerospatiale of 
France, British Aerospace, Dasa of 
Germany and Casa of Spain. The 
result has been to complicate deci- 
sions, thwart scale economies and 
encourage each company to max- 
imise its share of contracting and 
profit, at the expense of the ven- 
ture's overall interests. 

Proposals to modernise Airbus’ 
corporate structure have been dis- 
cussed for a decade, without 


result. The idea hag recently 
returned to favour, spurred by 
fiercer competition and growing 
pressures fair consolidation in the 
aerospace industry. Yet it is 
unclear that what needs to be 
done is yet folly recognised. 

Turning the consortium into a 
company would be a cosmetic 
exercise, without other, radical, 
changes. To be internationally 
competitive. Airbus needs drasti- 
cally to cut its production costs. 
Only BAe has so far attacked the 
problem successfully. Heavy 
losses have recently compelled 
Dasa to restructure, thnng h it may 
still not have done enough The 
state-owned Aerospatiale has yet 
to face up to the challenge. 

Furthermore. Airbus needs a 
strong independent management 
which controls the entire busi- 
ness, from design to sales. Getting 
the structure right will involve 
politically sensitive decisions 
about the assignment of industrial 
assets now owned by the partners. 
Above all, it will require a much 
clearer distinction between share- 
holders and contractors. Confus- 
ing the two roles has been one of 
the venture’s fatal weaknesses. An 
effective Airbus management 
must be able to award contracts to 
the most competitive suppliers, 
and not be bound to favour its 
shareholders. 

Longer term. European aero- 
space companies must be prepared 
to see their equity stakes in Air- 
bus fall Developing new products 
requires large sums of outside cap- 
ital. which international trade 
rules prohibit European govern- 
ments from providing any longer - 
even if they could afford to. Pri- 
vate investors are unlikely to 
oblige if they suspect Airbus is 
still controlled by and for the ben- 
efit of its traditional shareholders. 

Changing such attit u de s will nu t 
come easily. But it is unavoidable 
if Airbus’ future is to be secured. 
Europe has too much invested in 
the project to allow it to to be held 
hostage to narrow self-interest and 
inertia among its national share- 
holder-contractors. 


Bids and bosses 


The British system of corporate 
governance is often criticised for 
overdependence on hostile take- 
overs to remove underperforming 
management Yet for once, in the 
case of the Granada bid for Forte, 
it appears to quite good advan- 
tage. Forte, unlike some targets of 
predatory attention, has underper- 
formed. The nature of the battle is 
such that shareholders are being 
offered a genuine choice between 
two dearly differentiated sets of 
strategies and managers. Whoever 
wins, Forte will emerge a better 
managed company for the experi- 
ence. 

That said, the process involves 
huge transaction costs payable to 
City institutions and advisers. 
There is the possibility that the 
bidder, in this as in other cases, 
may ultimately be found to have 
overpaid. And there is the risk 
that the substantial borrowings 
raised to finance the bid could 
leave tie balance sheet over- 
stretched if the disposal of assets 
proves more difficult than cheer- 
fully predicted at the height of the 
battle. Forte, moreover, is an 
unusually suitable case for take- 
over treatment, in that its rela- 
tively untechnical business is 
comprehensible to the average 
fund manager. 

The case for the alternative way 
could be glimpsed yesterday at 
J.Sainsbury, which has been crit- 
icised for poor recent share price 


performance and for leaving Mr 
David Sainsbury in the role of 
both chairman and chief execu- 
tive. Pressure from institutional 
shareholders almost certainly con- 
tributed to the top management 
reshuffle unveiled by the lug food 
retailer, hi many, perhaps most, 
cases that is surely a more cost 
effective way to bring about mana- 
gerial change. 

Unfortunately systematic evi- 
dence does not exist in the UK to 
demonstrate the results that, can 
be achieved by pressure from 
investment institutions. But the 
US has increasingly compelling 
data on this scare. Successive 
studies commistianed by the Calif- 
ornia Public Employees’ Retire- 
ment System (Calpere), which con- 
trols nearly SlOObn of assets, have 
established that the return from 
Calpers’ corporate gingering is 
very worthwhile. 

A wider recent survey by the US 
Council of Institutional Investors, 
which speaks for pension foods 
with $800bn under management, 
found that its efforts to co-ordi- 
nate shareholder activism at 97 
underperforming companies bad 
yielded significant benefits, mea- 
sured by a variety of performance 
yardsticks. There is, of course, 
more than one way to skin a cat 
But if prevention as opposed to 
core is the most cost-effective 
way, that should surely be the 
institutional owners’ first choice. 


Goodbye Tel 


there were shares in England 
itball pic. they would probably 
de lower today. Mr Terry Val- 
es' short reign as coach of the 
;ional football team may not 
hire in future editions of man- 
merit textbooks, but it is a case 
dy of how not to hire a man- 
t The episode casts doubt on 
judgment of the board, other- 
e known as the Football Asso- 
Lion, while his departure does 
hing to cure underlying prob- 
is of the game. 

'esterday, Mr 
jounced he would Quit his job 
»r this summer’s Euro 96 tour- 
nent He has been dogged by 
•gations about his business 
iirs before and after starting 
job in January 1M4- He bas 
i he is determined to dear his 
np hut has told the FA that 
e-consuming legal battles later 
5 vear could interfere with 
;lind's efforts to /each the 

ils of the 1998 World Cup. 
he FA could not have predicted 
i such allegations would per- 
nor can it foresee the out- 
je. But it was aware of many oj 
m when it chose him. and said 


that it wanted him far his skills as 
a coach not as a businessman. 
Having taken that stand, it should 
have backed him mere vigorously. 
In a break from custom, bis con- 
tract did not run through to the 
next World Cup. Since than, same 

members of the FA’s International 

Committee have appeared uncer- 
tain about extending his contract 
The first lesson of this affair is 
that top managers need overt sup- 
port if their appointment is to 
stand a chance of success. 

Second, no<me is indispensable. 
Mr Venables was not “the only 
man for the job" as many 
suggested at the time, ff the FA 
had as many misgivings as it now 
seems, it shonld have picked 
someone else. There are always 
alternatives. 

Third, it is unrealistic to make 
heroes of troubleshooters, only to 
disparage them when they disap- 
point Mr Venables has been mod- 
erately successful, but has not 
transformed English football as 
many hoped. That is not entirely 
his fault given the players cur- 
rently available. After his depar- 
ture, that problem will remain. 


Smog clears over carmakers 

The withdrawal of a deadline for selling non-polluting vehicles in 
California has cheered the car industry, writes Haig Simonian 


T he bosses of America's 
car companies had good 
reason to be cheerful 
when they opened the 
Detroit Motor Show last 
week. Days before the gala opening. 
California's environmental legisla- 
tors had watered down plans to 
force carmakers to increase sales of 
non-polluting vehicles by 1998. 

Billions of dollars have been 
spent on developing vehicles using 
alternative fuels to petrol and die- 
sel. But the industry is still a long 
way from being ready to market 
replacements for conventional cars 
that will appeal to environmentally 
minded motorists. 

“We have been mairiwg the point 
far a long time that the industry is 
not ready to supply customers with 
a vehicle at a price they are pre- 
pared to pay," says Mr Alex Trot- 
man, chairman of Ford, the second 
largest carmaker. 

California has been at the fore- 
front of efforts to clean up car emis- 
sions for three decades. It was a 
leader in applying exacting exhaust 
pollution standards in the 1960s. A 
decade later, new state le gislation 
forced the development of catalytic 
converters on exhausts, now stan- 
dard equipment around the world. 

Rules drafted by the California 
Air Resources Board would have 
required the seven biggest car- 
makers to meet targets for selling 
non-polluting vehicles in the state. 
The first target was set for 1998, 
when 2 per cent of sales (equivalent 
to about 20,000 cars) would have to 
be “zero emission" vehicles; thereaf- 
ter, this would rise to 5 per cent in 
2001 and 10 per emit in 2003. A simi- 
lar approach ban been taken by 13 
other states in the north-east and 
mid-Atlantic regions, which have 
adopted all or part of the Califor- 
nian rules. 

Hie decision to suspend the pro- 
gramme — which these other states 
are likely to follow - came after a 
long, expensive battle by the car 
and oil industries to have the roles 
amended. They argued the rules 
were unrealistic and counter- 
productive. 

US carmakers are weD -advanced 
an developing cleaner alternatives 
to the petrol engine such as natural 
gas. Several are marketing vehicles 
powered by compressed natural gas, 
for example, with Chrysler, the big- 
gest maker of such vehicles, expect- 
ing to sell 4,000 units this year. 

But the rally vehicles with zero 
amissinns are powered by electricity 
- and the size of batteries »stng 
existing technologies is such that 
electric cars would be shunned by 
all but ardent environmentalists. 

Last week. General Motors, the 
world’s biggest car company, 
announced that it would begin sell- 
ing the EV1 electric car in four 
western US cities from late next 
year. The EV1. under development 
since 1990, can accelerate to 60raph 
in &5 seconds and reach SOmph. But 
although it uses advanced electric 
car technology, it can seat only two 
people and travel a maximum 70 
miles in towns. The average US 
commuter travels 44 miles daily. 

Mr Jack Smith, chairman of GM, 
argues that car companies want to 
remain at the forefront of research, 
rather than be forced into it by leg- 
islation. Insisting on zero emission 
standards could damage the image 
of cleaner alternatives to the petrol 
engine. 

Of the alternative ftiels, com- 
pressed natural gas (CNG) is the 
most promising. It produces a frac- 
tion of the carbon monoxide *>pri 
nitrons oxides of conventional cars, 
has a high energy content for its 
weight, and is readily available in 





US 


sales of vehicles using al terna tive fuels 


. HmI~ • .- 1992 

1993 

1994 

1995 



■’ • " ‘ ■ 


.General Motors 1,250 

.180 

— 

_ 

‘Ford s.- 

2,500 

- 2,500 

2^00 

~ Chrysl« : \. - 

BJ5B8 

4£70 

832 


-k 


:V.. ."• 

‘ General Motors. ■ : ‘ 50 

320 

- 

- 

-/--V 


X; 


Gener* Motors : • - 2,t00 

2,000 


— 

Ford :. 1 


_ 

100 

Chrysler • ;64a . 

445 

■ 1.620 

910 

L^pefletf teteafaSS 


• -yV- \ 

Ford ! y-- • - 

' 60 0 

700 

2,500 


Soofmc companies 


the main population centres where 
natural gas is a domestic indus- 
trial fueL 

US sales of such vehicles have 
been boosted by gas utilities, which 
have snapped up the limited num- 
bers of gas-powered pick-ups and 
vans built by the big three US car- 
makers. Demand has been strongest 
in areas such as the south-west and 
California, where gas reserves are 
abundant, and in big north-eastern 
cities such as Boston and New 
York, where the fuel is readily 
available. 

However, CNG-powered cars have 
a much shorter range than petrol- 
engined vehicles. They are also less 
powerful, because the energy con- 
tent of gas is lower than that of 
petrol or diesel fUeL 

And vehicles powered by gas cost 
more than those with petrol engines 
because they need a much stronger 
fuel tank and are currently maria in 
small numbers, losing the econo- 
mies of scale available for conven- 
tional vehicles. Chrysler will charge 
$5,000 extra for the gas-powered ver- 
sion of its latest minivan which 
goes on sale in April. 

BMW of Germany became the 
first European carmaker to offer a 
vehicle powered by natural gas as a 
standard product with the launch of 
two models - the 3l8g and 5l8g - in 
Decern bra 1 . The vehicles are aimed 


at high-mileage urban users such as 
courier companies and taxis, which 
are likely to find that the additional 
cost - they cost DM7,000 ($4,860) 
more than their petrol-engined 
equivalents - is outweighed by the 
lower fuel costs. 

The main drawback to the wider 
use of compressed natural gas is the 
need to build a retail distribution 
network for the fueL New refuelling 
points are expensive, with the high 
technology compressor adding 
$20,000 to the $30,000 cost of build- 
ing a commercial refuelling unit, 
according to Mr Douglas Teague, an 
engineer in Chrysler’s powertrain 
planning division. 

Liquid alternatives to petrol and 
diesel such as ethanol and methanni 
can be supplied using equipment 
similar to a normal petrol pump. 
meaning consumers shonld take to 
them more readily than some alter- 
natives. 

Methanol is an attractive option 
in Californian cities such as Los 
Angeles, since its exhaust fumes 
cause much less smog than most 
fuels. Its drawback is that it is cor- 
rosive and conducts electricity, dan- 
gerous in accidents. Initial enthusi- 
asm for the fuel in the early 1990s 
has petered out, with about 1,800 
vehicles still in use in California. 

Ethanol is also relatively clean, 
and has gained support from envi- 


us 


' JTBbris Yeitsin’simageiD the 
;■ democracy stakes+ook another - 
ytmnfale yestesday witfrihe • ‘; 
n nrnnurtinn . of Yja cheslav "r. i 



- Triflfo&oi L ap geag to be an 

. tdentika Bnmrtm spook, who ; 


as an apparatchik back in_Moscow- 

■ j j pflAj iidTlw A. - • 

; - It was Yat^’s acc oi ppa cy mg ; 

comments whidrwer& well, a mite 
spooky. “NoTeaders-rfsited the 
. Foreign JntelHgehbe Service before 
. jfce" ^boasted .Yeltsin. ITsras-cme of 
; itsfreqUent visit£as.'Lwatdied 
'Tnfomkov andnofedheis i . 
highly-sfall^protefflion^ srifo a ' 
high autiiOTtiy.amo^mt^igBDce 
staffers."' ; 1 v -. 

Thothought of Boris+egnlariy 
hob-nobbi ng wi th Russia’s- - - 
revalued KGSBcould make 
Washington's fcresgnpollcy 
coumitmijy'^etiyjittary. StiB, 

- they s&roZ&be able to bone up on 
BtaB’s vfcSte firsi-hand, :nfiw that - 
Trohnikflv’-s psedecaBscsr. Ycvgray . 
Primakov has become foreign 
minister. ' * 


■ Time to dust dfyoufr CVs, guya, 
Walter 'nnel^75,ane3dflrly 


-■ German millionaire; hag advertised 
for a man to look after his 
beautiful 28-year-old wife and his 
fortune when he dies. 

. Thiele, whose off-beat inventions 
■ rmria him rirkf , boasted to 
, Wednesday's Cologne-based 
Express tahlok) that he bad . 
received hundreds of responses to _ 
■.his classified adverts. * 

-“She. loves me and I love her, but 
naturally we thick about .the time . 
.aftar my death.” he said. ’ 

' '“We decided to search together 
for aman who will get my 
inheritance." 

Walter said be and his wife, 
Reoate, wouM decide oa the right 

. man afterface^o-face meetings 

with the best applicants. - . 

Thiete is reputed to have made, 
his fortune selling over 120 million 
batteiy^jperated laaghiiig ; ■ , 
machines worldwide. . 

Hpwever t his nickname- “the. 
laughing Ra gkfillimuifr e^- 
g u g gwBts that hfc lq teg t Qffwr ma y ' 
just be another one of his crazy 
inventions. •• 


Free to deal 

■ Is there life after Mmg an 
Stanley? Bob GreerihSU, the naan, 
with the brightest braces an Wall 
Street, is the latest ex-Morgan 

^ tanfa y Vnan to find fifa fwn gb 

going: He has just quit as . 
chairman of Smith Barney .to set ■ 
up his own investment banking 
boutique.' 

The deal-maker who spent 30 


years at Morgan Stanley was given 
the job of turning Smith Barney 
into a simitar banking powerhouse. 
However. Greenhfil was never one 
. for admin and his prowess as a 
deal-doer was not matched by his 
abilities as a manager. When he 
was president trf Morgan Stanley 
he was not able to prevent serious 
ructions and turf wars between . 
staff. - 

He joined Smith Barney In July 
1993 and with the help of a number 

his old Morgan Stanley 
colleagues spent his time mi the 
road - and the golf course - 
seeking the big deals. Early 
successes, such as actingfor 
Viacom in a couple of large 
acquisitions, did not continue. 

. Last year a number of the 
bankers from Morgan Stanley tried 
to return to their old firm but were 
rebuffed. But &eenMfi has set his 
; heart on running his own shop. 
Who knows,' he may be as big a hit 
as Me nM Morg an S tenfo y chum, 
Eric Gleacber, who sold his five 
yearbld firm to NatWest for $186m 
in October •■. ■ 

- But at si. tnne is not on 
GreenhfETs side. 


Thfso^aophy? 

Germany's finance minister Tbeo 
Waigel has not exactly been top of 
the pops to I taly since be dared 
suggest that his southern cousins 
were unlikely to qualify for 
monetary union first tima around. 
Imagine the glee when it emerged 


ronmentaiists because it can be 
made from renewable natural 
sources such as crops, cellulose or 
even agricultural waste. But its use- 
fulness is restricted by the lack of 
any infrastructure to make or 
deliver it to the motorist The stron- 
gest political support for ethanol 
comes from midwestem agricul- 
tural states, which have seen a 
potential new outlet for their big 
com crops. 

For the moment, the most readily 
available alternative fuel is 
liquefied petroleum gas (LPG). a 
by-product of oil refilling which 
powers around Lm vehicles world- 
wide. Its main advantage is that it 
has a relatively high energy content 
while being appreciably cheaper 
than petrol or diesel in most coun- 
tries. But while offering acceptable 
pollution levels, it is seen as an 
unsatisfactory compromise which 
offers less of a reduction in emis- 
sions than other alternatives. LPG 
“is not stellar in any one respect”, 
notes Mr Teague. 

The wider use of electric cars 
looks likely to await developments 
in battery technology, to replace the 
bulky lead-arid batteries of today. 

“The ideal battery would be very 
small, weigh little, store huge 
amounts of power, deliver it all 
instantly and be quickly and fully 
rechargeable," says Mr Gerald 
Barnes, an engineer at General 
Motors. “It must also retain its 
rechargeability without degrading, 
be reasonably cheap and remain 
safe in an accident" 

Even recent variants such as lith- 
ium, nickel-metal hydride or 
sodium sulphur (being used by Ford 
in its E coStar van) hold just a frac- 
tion of the energy in an equivalent 
weight of petrol or diesel. 

Despite this, electric vehicles 
have become popular in some Euro- 
pean countries, including France 
where there is strong state support 
for them. Buyers of electric cars 
qualify for a FFr15,000 ($3,020) gov- 
ernment grant to reduce the addi- 
tional cost over conventionally pow- 


B SERVE R 


this week that the guardian of 
European financial probity had 
himself been pipped at the post and 
foiled to meet Emu criteria last 
year. 

“Jesus Christ is dead, Earl Marx 
is dead and even Germany doesn't 
feel very well", the Coni ere della 
Sera chortled yesterday. 

“Theo Waigel isn’t Woody 
Allen", it went on, “but even he, 
the immaculate unyielding 
silversmith of the richest country 
in Europe, has to admit the 
inadmissible: If monetary union 
were to happen today, not even the 
Federal Republic, mother of all 
economic virtue, would find itself 

up to scratch on some criteria..." 

Prime minister Lamberto Dinl 
confined himself to a laconic 
observation to the effect that 
“Waigel also said that Germany 
would make (the Emu criteria) in 
1996." 


Wrong number 

■ A prisoner who escaped from a 
Californian jail was caught by 
police after he dialled the wrong 
number. 

Mainz Maftia, 27, escaped last 
Friday bu t was caught one day 
later when he dialled 911 for 
emergency services instead of 411 
for assistance. 

Officers responding to the call 
knew something was awry when 
they saw Mafua wearing a shirt 
that read "Property of the San 
Mateo County Jail". 


General Motors EV1 electric car 


ered vehicles. France has also been 
operating the world’s biggest trial 
programme for electric cars, involv- 
ing Peugeot- Citrben. in La Rochelle. 
Next year, a new experiment, called 
Tulip, will test demand in Tours for 
specially designed urban electric 
cars, which can be rented and 
returned after short periods, much 
like taxis. 

Sweden is also experimenting 
with electric cars, for use by munic- 
ipal organisations and other urban 
agencies. In November. Newtek, a 
Swedish state agency testing the 
new technology, ordered 150 Clio 
electriques from Renault of France. 
The order is expected to be 
increased soon to 500. 

P olitical backing in 
France is influenced by 
the relative abundance 
of cheap, nuclear-gener- 
ated power. Even Calif- 
ornia’s embrace of the electric car 
has been tinged by the fact that 
most locally generated electricity 
comes from relatively clean natural 
gas plants, rather than dirtier fossil 
fhels. Cynics say the only zero-emis- 
sion electric vehicle is one whose 
electricity is generated over the 
state border in New Mexico. 

Although the California air 
resources board has suspended its 
1998 deadline, it remains committed 
to imposing targets for the number 
of zero-e mission vehicles. And it 
has wrung a promise from the 
motor industry to sell about 2.000 
electric vehicles in Los Angeles and 
Sacramento, which have the worst 
smog records, between 1998 and 
2000. 

But the dominance of petrol and 
diesel is unlikely to be challenged 
until new fuels, such as hydrogen, 
move from the test bench to the test 
track, or batteries become lighter 
and more powerful. Meanwhile, car- 
makers can continue to produce 
limited numbers of vehicles pow- 
ered by alternative fuels, secure in 
the knowledge that their main busi- 
ness can roll on unchallenged. 


100 years ago 

Proscribed in Turkey 
Once more we have sorrowfully 
to admit that this journal is 
proscribed and “interdit” in 
Turkey. The number of the 
Financial Times which was thus 
distinguished by the Ottoman 
authorities was that embracing 
the review of the year. 
Apparently the lengthy 
statement of facts therein 
contained was too much for the 
equanimity of the Sublime Porte, 
and thus for the second time our 
subscribers in Turkey are cut off 
from civilisation and the London 
Stock Exchange prices. 

50 years ago 

Plan for Malayan tin 
In order that supplies of tin may 
be made available in this 
country [Britain] as soon as 
possible, the Colonial Office is 
preparing a plan to ensure that 
the machinery and plant of those 
Malayan tin mines least 
damaged during the Japanese 
occupation is given first priority 
for replacement and repair 
purposes. Companies whose 
equipment is more severely 
damaged will have to wait until 
the more easily-repaired plants 
are in operation. 
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Concern over livestock producers* rising costs Teamsters 

EU imposes tax to curb pJ? 0 ®® 4 

. , , , adverts to 

surge in barley exports drive home 

By Deborah Hargreaves place for wheat, but it will accept the past six months, the EU has niOllltD 

fai London only shipments which agree to already exported 4.7m tonnes. 

nov a lotrtr e>f tt tnm ftioH tfnuli Tha Cnmittimlnn hum if mnst * 
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Downwardly mobile 


By Deborah Hargreaves 
fai London 

The European Union will today 
impose an export tax on barley in 
an effort to restrict shipments, 
amid mounting concern over the 
amount of European barley being 
sent to the world market. 

Six weeks ago, the EU imposed 
a tax on wheat exports which has 
effectively stifled trade and led to 
a sharp rise in wheat prices. The 
move has been severely criticised 
by many EU grain fanners and 
the US government 
Barley is used mainly for ani- 
mal feed and malt but poor har- 
vests last year In the mala produ- 
cing countries have led to a 
tightening in supply, which has 
pushed up prices. World barley 
prices have doubled over the past 
year to (210 a tonne. 

The European Commission win 
operate a tendering system for 
barley sales similar to the one in 

Russians in 
stand-off 
with rebels 

Continued from Page l 

1 ," he said to enthnsiastic 
applause at his party congress. 

Before leaving far a memorial 
service for former French presi- 
dent Franpols Mitterrand in 
Paris, Mr Yeltsin vowed the Che- 
chen terrorists would be pun- 
ished, but insisted that the hos- 
tages' lives must not be 
jeopardised. "Bandits are bandits, 
one cannot trust them,” Mr Yelt- 
sin said. 

But the president appears 
reluctant to step up military 
activities ahead of the elections 
and is still seeking a political set- 
tlement with Mr Doku Zavgayev, 
the Chechen leader elected in a 
contentious, and possibly fraudu- 
lent, poll last month. 

Mr Dzhokhar Dudayev, the 
rebel commander whose son- 
in-law masterminded the raid on 
Kjzlyar, appears in no mood for 
compromise and said "more seri- 
ous events" would follow the lat- 
est attack. “War is just begin- 
ning," the Interfax news agency 
quoted him as saying yesterday. 

Journalist 

Continued from Page 1 

town in Ogocdland, in the oil- 
producing Rivers State, where 
there have been protests against 
pollution and demands by local 
people far a greater share of rev- 
enues. Nine Ogonl minority 
rights activists, including author 
Ken Saro-Wiwa, were hanged in 
November, after being found 
guilty of murder of four chiefs. 
The trial was widely condemned, 
and the executions provoked 
international condemnation. 


place for wheat, but it will accept 
only shipments which agree to 
pay a levy of more than EculS 
(SIS) a tonne. This gives it more 
control over the market so that it 
can halt exports if they are run- 
ning too high. 

Mr Franz Fischler, the agricul- 
ture commissioner. Is concerned 
that livestock producers, which 
face increases In feed costs of 
around 10 per cent this year, are 


paying the price for buoyant 
world grain markets. 

Estimates by the National 
Fanners' Union in En gland and 
Wales put extra feed costs at 
£50m (S77m) a year for pig and 
poultry producers, 

EU barley exports for the last 
marketing year, which ran from 
July 1994 to June 1985. were 
approximately 8 m tonnes, but in 


the past six months, the EU has 
already exported 4.7m tonnes. 

The Commission says it must 
try to ensure more stable prices 
far grains. 

The new system requires 
exporters to tender far bow much 
grain they plan to ship and how 
much levy they can afford to pay. 
The Commission can then select 
which shipments to sanction. 

Germany fa the largest barley 
producer In the EU. growing 
about 12m tonnes, with France 
and the UK producing around 7 m 
tonnes each and Denmark 4m 
tonnes. 

Last week, the US criticised the 
BU’s move to restrict wheat 
exports saying that it sent the 
wrong signals to developing 
countries which need stable 
grain supplies. 

Mr Dan (Hickman, US agricul- 
ture secretary, yesterday stressed 
that the US would not take any 
steps to reduce its own exports. 


Syria pledges to 
step up talks on 
peace with Israel 


By Julian Deanna in Jerusalem 

Syria yesterday indicated a 
greater commitment to peace 
with Israel by Baying it was 
ready for "continuous negotia- 
tions" until the two sides formu- 
lated an agreement 

The Syrian announcement, in 
the official newspaper Al Baath, 
coincided with the arrival of Mr 
Warren Christopher, US secre- 
tary of state, in Israel at the 
beginning of a shuttle mission 
between Jerusalem and Damas- 
cus. 

A senior Israeli official said the 
higher level of Syrian commit- 
ment could mark a decisive turn- 
ing point in talks between the 
two countries. 

The official said Israel's recent 
peace accords with Jordan and 
the Palestine Liberation Organi- 
sation only came about after both 
sides had made similar agree- 
ments to talk about all the 
details of peace until they 
reached a deal. 

The Al Baath newspaper said: 
"If there is anything new in the 
Syrian position, it fa readiness for 
continuous negotiations that 
would end with results which 
give peace what It requires and 
gives the region security ,* 4 adding 
that "great hopes” were attached 
to Mr Christopher's visit. 

King Hussein of Jordan also 
arrived in Israel yesterday on his 
first official visit, becoming only 
the second Arab head of state to 
do so, 

Israeli prime minister Shimon 
Peres lauded the king's visit as a 
sign of the warm relations that 
can exist between Israel and an 


Arab country. 

The visit, made in spite of Jor- 
danian opposition to the normali- 
sation of relations with Israel, 
was regarded as a signal to Syria 
about the type of relations Israel 
would like to have with Damas- 
cus. 

On his Way to Israel Mr Chris- 
topher urged both Israel and 
Syria to speed up their negotia- 
tions: "We've come to a critical 
point In the negotiations where 
they need to begin to coalesce on 
same of the main issues. They 
need to bring them together and 
move forward at an Intensified 
pace." 

Mr Christopher said two 
rounds of talks In the US over 
the past month had made solid 
progress- Most notably, the two 
sides had moved from discussing 
one issue at a time and were now 
discussing all aspects of a settle- 
ment. allowing them to calculate 
trade-offe between me issue and 
another. 

Both sides, he said, needed to 
make progress and concessions 
on issues of substance in the 
coming months before Israeli 
elections in late October. 

"Anyone can simply see by 
looking at the calendar that 
therell be required intensifica- 
tion of the process and accetera- ; 
tion of the process," he said. 

Israeli officials said hopes for 
an intensification of talks, expec- 
ted to resume In the US around 
January 22, lay with Mr Christo- 
pher's ability to persuade Syria 
to expand its negotiating delega- 
tion to include a senior military 
officer and a senior economic offi- 
cial. 


By Rorarid van tie Krol 
in Am s ter da m 

The International Brotherhood at 
Teamsters, the US trucking 
union, yesterday placed large 
advertisements in several news- 
papers in the Netherlands accus- 
ing Ahold, the Dutch supermar- 
ket group, of introducing a new 
distribution system which hurts 
the "poor and the elderly”. 

The Teamsters - once famed 
for links with organised crime - 
sent a senior official to the 
Netherlands this week, claiming 
that the streamlined grocery dis- 
tribution system would mean 
that trucks making deliveries to 
Ahold's supermarkets would be. 
unable to make stops along the 
way at smaller "mom and pop" 


They also argued that tile corn 
struct! on of big supermarkets 
outside US city centres would 
harm Inner cities. 

Ahold fa one of the top lo oper- 
ators in the US, with supermar- 
kets from South Carolina to the 
Canadian border. 

The Teamsters' advertisement, 
in the form of an open letter to 
Mr Gees van der Hoeven, tha 
Dutch company's president, and 
headlined "An Appeal For Jus- 
tice", attempted to play on 
Ahold's social conscience, saying: 
"Poor people and the elderly 
have to rely on a declining num- 
ber of shops, which have to 
charge higher prices in order to 
survive." 

At the bottom of the letter, the 
Teamsters vowed to send another 
delegation to the Netherlands 
next month "in the hope of devel- 
oping a dialogue that will result 
in better mutual understanding 
and co-operation” . 

Mr van der Hoeven has no 
plans to meet with the 
union. 

Ahold said the Teamsters' letter 
was "inaccurate and one-sided ”, 
Company officials suggested the 
campaign was intended to bolster 
the union's standing in the US by 
picking on a foreign -owned com- 
pany. 

The new centralised distribu- 
tion system, known as "cross- 
docking", means manufacturers 
deliver goods to a receiving dock 
on one side of a warehouse and 
the products are then loaded 
almost immediately on to trucks 
at a shipping dock on the other 
side for delivery to individual 
supermarkets. 

Cross-docking, widespread In 
Europe, fa also being introduced 
by many retailers in the US as a 
way of cutting costs, ensuring 
quick delivery and reducing the 
need for storage before onward 
shipment. 

Ahold's chain in New York 
state, Tops, operates S3 neigh- 
bourhood shops and fa due to 
opal a new distribution centra. 

Ahold said the social practices 
of its US subsidiaries could easily 
stand comparison with local com- 
petitors. 


The mate message from Motorola's 
miserable fourth quarter results fa 
that the US mobile phone handset 
market has become subject to vicious 
price competition. When demand far 
mobile phones was growing at around 
SO per cent a year, manufacturers 
warn in a strong position, Bui with 
volume growth slewing to less than 20 
per. emit last year, a price war has 
been unleashed, Though Motorola 
once had a technological lead with Its 
MicroTac little now dif- 

ferentiates its products from its rivals, 
This is becoming a commodit y market 
- much like that for memory Chips 
with its lurches from boom to bust 

Motorola's main European rivals - 
Ericsson and Nokia - stress that -its 
difficulties have little immediate rele- 
vance for them. Ericsson has no expo- 
sure to the US "analogue" {flume mar- 
ket, the focus of the price war. Digital 
handsets, a technology only just tak- 
ing off In the US, are not aa exposed to 
discounting. Moreover, it fa not as 
though Motorola could dump US anal- 
ogue handsets on the European mar- 
ket they would not worit 

That said* Ericsson and Nokia are 
not immune. Motorola reported lower 
handset orders in Europe,- suggesting 
the competitive pressures are crdiaing 
the Atlantic* Longer term, a threat fa 
pored by new entrants from Europe 
and . the Far East, like Samsung, which 
are cracking the complexities of digi- 
tal technology. As they ramp up 
capacity, the price war. raging in the 
US analogue market will probably 
spread to the digital arena, 

Eurotunnel; : 

■One haa to admire Eurotunnel's lat- 
est attempt to - square its boposslbfa . 
flaandal circle Srnce fa Caanot affiafd . 
the bill on its £&n debt, It proposes to 
issue “zero-coupon" bonds that will 
not nay Interest for M yean. That 
would cut its debt and provide cash to 
pay the interest on jta remaining bor- 
rowings. Since no sane investor would 
buy such bonds ifbaekad by Euro- 
tunnel alow the ctenpany 'proposes 
the French and UK governments 
should guarantee toflm. 

The scheme may bfretevar, but it fa 
hard to imagine it has a snowball's 
chance in heO of being accepted. If the 
European Commission turned a blind 
eye to a blatant breach of Its anti-sub- 
sidy rules, every company an father 
side of the Channel Would cfamour for 
similar treatment. Britain's hard- 
pressed homeowners would also lobby 
for cheap aero-coupon loans to 
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refinance their mortgages. Quite apart 
from setting a bad precedent, the 
maths of such zero-coupon bonds are 
unappealing. Eurotunnel would proba- 
bly need J3bft in auk from tbs bonds. 
But if no interest were paid for 10 
years and one assumed a yield of 1 pa 1 
cent, the bonds would, have to be 
issued at half face value. So once 10 
years ware up, Eurotunnel would be 
paying 7 per cent <m £6bn. Since that 
would be on top of its existing interest 
bill, the group would be right back to 
square oufc. France may be tempted by 
the plan; it has swept problems under 
the carpet before, notably In last 
year's Credit -Lyonnais, bailout. But 
the UK wm almost certainly kill the 
idea. • . ... • •••••• 

Dun & Bradstreet 

The fashion for Wall Street demer- 
• gera continues unabated, Having 
-expanded by aoqitiaitlflKLiti toe con- 
gtomeratefrlendly. 1990s, Dun & Brad- 
street fa now breaking itself And 
the business information group has 
won an enthusiastic response, with 
the shares rising 7 per; cent in early 
tr ading . 

The reaction fa justified. After M 
years of consistent stock market 
under-performance, investors ware 
bound to be relieved at any signs of 
change. Moreover, toe structure of the 
break-up Is designed to cater for spe- 
cific stock market tastes. Cognizant, 
the hugest of the three new pieces, 
comprises the faster-growing market- 
ing information businesses, which 
should attract the growth finals. Dun 
it Bradsteeet, which also todudes the 
Moody's debt-rating agency, will re* 
emerge as a steady growth business 


with a high dividend payout, thereby 
attracting yield investors. Meanwhile, 
the runt of the litter, A.C. Nielsen, 
should be rated as a recovery or even 
takeover situation, and it usefully 
removes what has been a substantial 
dreg on Dun fa Sredstreet's shares. As 
a result, toe separate stock market 
valuations should considerably exceed 
that of toe previous whole. 

This Is ah purely financial and It fa 
difficult to m bow this deal will gen- 
erate much more to underfiring prof- 
its. Howevelltoe tore? businesses 
have dfatincKfiustamfa a bases and of- 
fereniFooffi&iitora. So it fa much 
harder to fi tftem why 'they were put 
together tuft-why they should be : 
hived off once: more. 

L Sainsbury . . 

J.Sainslrary had to do something to 
stop the tot m yesterday's reorgani- 
satleuvspUttlfltf toe roles of finafrmflfl 
end chief executive, failed to impress 
toe market. Mr Bavid Safoabuiy's con- 
centration on toe single role of chair- 
man was welcome enough. But there 
was disappointment that Mr Dine 
Adriano, the man behind Homehase's 
tretid-b ttdting performance, will not 
start running UK supermarkets for 
almost two yearn, while a second chief 
executive, to run too other businesses, 
is yet to be appointed, fleseryetions 
are understandable^ the transition 
period may mean further delay In 
-tackling Salnsbury's declining sales 
volume.. Sot to practice Mr Adriano fa 
likely to get to grips with the super- 
markets business before the official 
asaaraptioiiof trisnew role. 

Recovering lost ground will be diffi- 
cult, even with keener attention to 
pricing and marketing. But suooesrat 

MOM WL 

rebdmtfhurineM, Shows management 
has not etorathur lost Us touch. Fur- 
thermcre; with profits growth muter 
pressure throughout UK food” retell- 
ing, Sainsbury should benefit from its 
diversification. The US business 
accounts for only 6 per cent ctf profits, 
but this would rue if, as expected, toe 
grotto bought out toe rest of Chant. 

A trading statement from StuSflbqry 
later this month fa My to 

tinning undfaperfortnance durise tifa 
Christmas period. But that is already 
in the prfos. Since the stock no kfoger 
enjoys a premium to toe sector follow- 
ing last year's dire performance, It 
may be tons to buy, 

Lex comment on toe Personal Invest- 
ment Authority, page Id 


FT WEATHER GUIDE 


Europe 


A wavering frontal zone will continue to bring 
ran, snow and strong southerly winds to 
Norway. Only southern Sweden will have dear 
periods. High pressure over Russia win keep On 
Balkan Staten and the Ukraine mainly dry. A 
frontal system associated with a depression 
west of the British Isles wBI move towards the 
continent bringing strong lo gale force southerly 
and south- westerly winds to Ireland, the 
western UK, western France and Portugal. 
Northern Portugal wDJ have a lot of rain. Heavy 
precipitation Is also expected in tee southern 
Alps and north Italy. The French Alps and the 
Dotomttes wiH see a great defa of snow above 
2,000 metres. Greece and western Turkey wilt 
have sun. 

Five-day forecast 

Frontal systems over the Atlantic will continue 
to move towards the c o ntin e nt bringing mild air 
and ram, especially in Ireland and Portugal. 
Further east, the disturbances wiH weaken and 
there wffi be less precipitation. The southern 
Alps win become drier. Mild, southerly winds 
wiH begin to blow from the east so 
temperatures will gradually decrease. The 
Mediterranean will remain unsettled. 
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When selecting scab for the critical centrifugal Halifax Fans used in chlorine production at their Chesterfield plant. Khfae 
Ftwlenc 5utveky’s prime concern was certainty that oogas could kak into toe tosh Derbyshire Me Only John Crane's 
Type 2800E seal - the first gas-lubricated, rion-cofltacttog, sera emission pump seal - was equal to the task. 

The seal was specifically manufactured bom titanium to withstand exoondy conceive gas up to 80*C. Sad life is significantly 
increased by John Crane's patented spiral groove technology, which uses nitrogen gas instead of a liquid s® a buffo, thus 
preventing seal face wear and leakage. Thanks to John Crane, thea 'Q be nothing noxious up North. 

John Crane fa one ofTl Group's torra^piscldisedebgtneettegbuslneaies, the others bong Bandy and Dowry 
Each one is a technological and tnatoet leader in its field. Thgflhes todrspedalfet skilk enable 
T1 Group to gtf tfie critical teams rig& forte custom 
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IN BRIEF 


Aerospatiale chief 

renews capital call 

Aerospatiale, the French state-owned aerospace 
group, migh t need a capital injection from an out- 
side company, Mr Louis GaUois, president said. 

This would be necessary if the French government 
did not recapitalise the loss-making business 
?8ge 12 

Ttiyssen Stahl ret ur n s to black 

Thyssen Stahl, Germany's biggest steelmaker, 
reported net profits of DM651m ($452m) in the year 
to September 30 last year, a tumround from net 
losses or DM448m a year earlier. The group insisted 
that the steel industry was not heading for a reces- 
sion, in spite of 9 per cent lower output in the first 
quarter to December 3L Page 12 

Electrolux buys control of Brazilian group 

Electrolux of Sweden, the world's leading maker of 
household appliances, gave a further push to its 
expansion drive in emerging markets by taking con- 
trol of Refripar, Brazil's second-largest white goods 
manufactur er Page 14 

Bowater to defer price rise until April 

Bowater, the US paper producer, plans to raise its 
newsprint list price by $50 a tonne to $875 on April 
1. Most other North American producers had pro- 
posed a March l price increase. Page 14 

Bausch A Lamb looks to a brighter future 

Things can only get better at Bausch & Lamb, the 
US maker of optical goods including Ray-Ban sun- 
glasses. Its chairman and chief executive has quit; 
{he Securities and Exchange Commission is probing 
allegations of accounting irregularities and a profits 
recovery has stumbled. Page 14 

Hopewell poised to raise HK$9bn 

B Mr Gordon Wu (left), the 

Hopewell Holdings, a Hong 

structure group, said his 
company was well on the 

port and related property 
interests. He said he had 
obtained commitment from 
investors, mainly Japanese, 
to subscribe to HK$5bn of shares in Consolidated 
Real Estate and Transport Asia, as the company 
will be called. Page 13 

UVC Christmas sales fall to please 

Differing experiences in the UK retail sector were 
reflected In announcements by three leading com- 
panies in the market Both Next the clo thing 
retailer and mail order group, and Dixons, the con- 
sumer electronics retailer, reported strong Christ- 
mas seasons, whereas J. Sainsbury. the grocery 
chain, shook up senior management and redefined 
its chairman's role in a move designed to halt the 
decline in sales volumes and market share. Page 15 
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Greenhill: setting up own firm 


By Maggie liny in New York 

Mr Robert Greenhill, one of Wall 
Street’s most famous deal- 
makers, is quitting as chairman 
and chief executive of Smith Bar- 
ney, the stockbroker, only two 
and a half years into a seven-year 
contract 

His departure was seen an Wall 
Street yesterday as a sign that 
his objective of building Smith 
Barney into an investment bank- 
ing powerhouse as well as a lead- 
ing stockbroker had not worked. 

However, Mr Gree nhill said 
that when 1995 results were pub- 
lished next week, they would 
show Smith Barney was the most 
profitable securities firm on Wall 
Street. It had “risen dramatic- 
ally’* in the league tables, he 
said. Smith Barney said its strat- 
egy of being both a large retail 


broker and an investment bank 
remained in place. 

It was placed third in the table 
of US managers of initial public 
offerings in 1995. However, in 
domestic mergers and acquisi- 
tions the firm was 11th last year, 
according to Securities Data, 
which collects statistics on finan- 
cial markets, falling from eighth 
in 1994 and sixth in 1993, the year 
Mr Greenhill joined. In 1992 
Smith Barney was 22nd in domes- 
tic M&A deals. 

Mr Greenhill, who is a close 
friend of Mr Sanford WefU, chair- 
man of Travelers Group, the 
financial services company which 
owns Smith Barney, is to set up 
his own firm, Greenhill & Co, to 
offer investment b anking advice. 

Mr Gre enhill will be replaced 
by Mr James Dimon, chief operat- 
ing officer of Smith Barney and 


president and chief operating offi- 
cer of Travelers. Officials at 
Smith Barney said Mr Greenhiff's 
departure and the promotion of 
Mr Dimon reflected the fact that 
Mr Dimon had been running the 
business for the past two years. 

When Mr Greenhill joined 
Smith Barney from Morgan Stan- 
ley, where he had worked for 30 
years, his appointment was seen 
as a coup for the firm. 

However, before joining Smith 
Barney, Mr Greenhill had been 
under pressure at Morgan Stan- 
ley. In March 1993, he stepped 
down as president to become a 
senior adviser. One Morgan Stan- 
ley official said yesterday: “He 
was always a deal guy, never a 
manager." 

After joining Smith Barney, Mr 
Greenhill recruited a number of 
investment bankers, including 22 


from Morgan Stanley, to boost 
Smith Barney's activities in 
underwriting and M&A work. 
Last year, some of those bankers 
asked Morgan Stanley if they 
could return, but were rebuffed. 

Those appointments caused 
dissension within Smith Barney 
as the newly hired bankers had 
been lured with guaranteed com- 
pensation packages. When Wall 
Street's profits collapsed in 1994. 
the old guard at Smith Barney 
found their bonuses slashed 
while the new recruits’ compen- 
sation was cut by less. 

Mr Gre enhill said: “The thing I 
like most is the client business." 
He expected Mr Weill and Travel- 
ers would be “one of my first 
clients” at the new firm. He was 
taking only one Investment 
banker from Smith Barney with 
him to his new firm, he said. 
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and Brazil 


By Haig Sfrnonian to Allentown 


Mack Tracks, the US heavy 
vehicle maker owned by Renault 
of France, is in talks to bnfld 
assembly plants in Mwito and 
Brazil as a cushion against the 
volatile domestic track market 

Mr Pierre Jocou, chief execu- 
tive, said discussions could be 
concluded “in a matter of 
months". The two projects, 
which would be joint ventures, 
would be linritpri to low volume 
assembly but could be expanded 
with rising local content. They 
would protect Mack against the 
severe cyclical nature of the US 
market 

Sales of Class 8 vehicles (over 
16 tonnes) rase to 201,000 units 
last year from 185,700 in 1994. 
Mr Jocou forecast sales would 
fall 30 per cent this year as the 
industry turned down. 

He also warned that the indus- 
try’s record inventory level of 

35.000 units could trigger an 
incentive battle among manufac- 
turers to shift surplus stock. 

Mack’s output rose sharply to 

28.000 units last year, am tinning 
its recovery from the brink of 
collapse in the early 1990s. US 
Class 8 sales totalled 24,167 
units, taking Mack's share of 
that market to 12 per cent from 
II per cent in 1994. 

The prospects for Mack this 
year will bear on plans to sell 
the French state’s majority stake 
in Renault. Analysts have 
argned that full privatisation, 
due last year, wiD be hampered 
by the expected fan in Mode's 
earnings as the US truck market 
turns down. 

Although Renault does not 
publish Mack's earnings, Mr 
Jocou said its return to profit- 
ability had accelerated in 1995. 
In 1994, (he company made oper- 
ating earnings of 349m. How- 
ever, Mack’s earnings remain at 
the lower end of the industry. 

To close the gap, it plans 
closer co-operation with Renault 
VI, the group's European com- 
mercial vehicles operation. 

Mack had been, planning a ven- 
ture in Mexico for some time, 
bnt Mr Jocou said the latest proj- 
ect marked a revision of previ- 
ous schemes. 

He said the new plants might 
also build European Renault VI 
models. 


J ust four mouths ago, compa- 
nies supplying the voracious 
world market for mobile tele- 
phone equipment were among 
the world’s hottest stocks. Bnt 
recently the sector has been 
about as attractive to investors 
as a phone with a flat battery. 

Sharp falls yesterday by stocks 
on both sides of the Atlantic fol- 
lowed the ann ouncement on 
Tuesday by Motorola, the US 
group controlling more than 32 
per cent of the world mobile 
handset market, of a fall in prof- 
its in the fourth quarter last 
year. It also warned of slower 
sales, falling prices and a squeeze 
on margins. Nokia contributed to 
the price falls by confirming soft- 
ening handset prices. 

Much the same happened when 
Motorola issued a similar report 
after the third quarto' and when 
Nokia surprised the market in 
mid-December with a warning of 
falling profits in the final months 
of the year. Nokia, for three years 
the wonder stock of the small 
Helsinki bourse, has been espe- 
cially hard hit From record 
highs last September of nearly 
FM330, its most-traded A shares 
fell yesterday to FM130. 

Motorola blamed its poor 
fourth-quarter performance on a 
price war in the cellphone mar- 
ket, increased investments in 
semiconductor plant and equip- 
ment and a difficult year-to-year 
comparison caused by an artifi- 
cial bulge in cellphone sales in 
the last quarter of 1991 But Mr 
Gary Tooker, Motorola chief 
executive, warned difficult condi- 
tions in developed markets could 
result in lower sales growth and 
difficult pa rnfag E comparisons in 
the next few quarters. 

However, the paradox - is that 
world demand for mobile tele- 
phones continues to expand. 
“Some people seem to have it in 
mind that this sector has gone 
ex-growth - and that is clearly 
not the case." remarked Mr Rich- 
ard Kramer, telecoms analyst at 
Kleinwort Benson in Landon- 
Many analysts who continue to 
talk up mobile telephone supplier 
stocks privately express exasper- 
ation with their clients, mutter- 
ing the herd instinct has over- 
come investors. 

Yet slower profits growth - at 
least at Motorola and Nokia - is 
a fact So what is going on? 


The companies point out over- 
all growth remains rapid. The 
number of cellular phone sub- 
scribers has risen by more than 
10 times in the past five years to 
more than 80m worldwide. The 
industry is expecting this to soar 
to 350m by the end of 2000. 

Their optimism is based on the 
fact that most of the world’s big- 
gest markets have room for 
expansion. The highest penetra- 
tion of mobile phones is in the 
Nordic countries where more 
than 20 per cent of the population 
have a handset By comparison, 
penetration in the US - the big- 
gest single market - is below 13 
per cent and in markets, such as 
Germany and Japan, it is still 
around 5 per cent 

Despite fire slowdown reported 
by Motorola in the US, which 
accounts for mare than one third 
of the world market growth in 
US mobile telephony was still 
running in late 1995 at an annual 
rate of about 40 per cent 

In Europe, the annual growth 
rate during 1995 was about 60 per 
cent In east Asian markets it 
was as high as 96 per cent 

Ericsson and Nokia say their 
chief problems are in managing 
the growth efficiently - not a sig- 
nificant slowdown in demand. 
Ericsson said yesterday its 
fourth-quarter profit would be 
ahead of the same period in 1994. 
Nokia’s profit warning was 
largely due to problems encoun- 
tered in keeping production in 
step with orders. 

However, investors have pre- 
ferred to focus on less bullish 
trends behind the spectacular 
growth figures. 

In the US, part of the problem 
is a shift in technology from anal- 
ogue systems to digital ones. This 
has had an impact especially on 
Motorola which still has a major- 
ity of its handset sales to anal- 
ogue systems. 

Prices of handsets in the US 
and Europe have fallen by an 
average of 15-20 per cent, accord- 
ing to Nokia, which is second to 
Motorola in handset sales, with a 
21 per cent worldwide market 
share. The fight by other produc- 
ers - such as Siemens, Alcatel 
and NEC - to increase their mar- 
ket share is likely to reinforce 
the trend. 

The manufacturers say grow- 
ing volumes, affording greater 
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By Tony Jackson in New York 

Dun & Bradstreet, the financial 
information and market research 
group, is to join the demerger 
trend by splitting itself into three 
quoted companies. 

The move, aimed partly at 
improving a flagging share price, 
pushed the shares up $2% to $66 
in early trading yesterday, valu- 
ing the group at $lL2bn. 

The demerger unpicks the two 
biggest acquisitions by Dun & 
Bradstreet in the past 12 years: 
that of the market research com- 
pany A.C. Nielsen, bought for 
more than SIbn in 1984; and of 
IMS International, supplier of 
market research to the drug 
industry, bought for $l.7bn in 

was. _ ... 

Mr Robert Weissman, chief 
executive, said the split had been 
dictated by the (Efferent charac- 
teristics of the businesses. As 
information markets have accel- 
erated and fragmented, thediver- 
sity of strategies within Dun & 
Bradstreet reached the point 


where they didn't live comfort- 
ably undo* the same umbrella," 
he said. The split aims to high- 
light the differences between IMS 
International, which enjoys fast 
growth. Dun & Bradstreet itself, 
which is a steady generator of 
cash, and Nielsen, which is 
barely profitable. 

The biggest company by sales 
and profits, retaining the Dun & 
Bradstreet name, will take in 
financial information, including 
the Moody's credit rating agency, 
plus Donnelley, the biggest US 
operator of telephone yellow 
pages. It made pro forma net 
profits in 1995 of $314m on sales 
of $2bn. 

The biggest by market value is 
expected to be the fast-growth 
Cognizant Corporation. Consist- 
ing of IMS International. Nielsen 
Media Research - specialising in 
electronic media - and the high- 
tech consultants Gartner, Cogni- 
zant had net profits last year of 
$222m on sales of $L4bn. 

Dun & Bradstreet said Cogni- 
zant would have earnings growth 


of 17-20 per cent in 1996 and 1997, 
compared with 4$ per cent for 
the new Don & Bradstreet. It 
would also pay out some 20 per 
cent of its earnings, against 55-60 
per cent for the new Dim & Brad- 
street. Mr Robert Weissman, 
chief executive of Dun & Brad- 
street will be chairman and chief 
executive of Cognizant 
The third company, A.C. Niel- 
sen. had net profits of only $7m 
last year on SLSbn of sales. Mr 
Weissman said this was caused 
by heavy investment plus compe- 
tition. Earnings in 1996 and 1997 
were expected to rise by a factor 
of 2JH3, but the company would 
not pay dividends. 

The company said it would 
take a pre-tax charge of $44&n in 
the fourth quarter, mainly 
because of the write-down of con- 
tracts and software. The work- 
force would be reduced by less 
than 2 per cent 
Full-year earnings for 1995 
before the charge would be 63.80 
per share, in hue with expecta- 
tions. 
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economies of scale, allow room 
far price cuts without a big cut in 
margins. But if demand does 
slaw, prices and margins will 
come under pressure. 

However, the Nordic producers 
are confident their strength in 
digital systems will carry 
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Oracle 
forges UK 
alliance 
for design 

By Louise Kehoe In California 
and Paul Taylor in London 


Oracle, the US-based software 
group, took another step towards 
launching a new generation of 
low-cost “network computers'* 
by announcing a design agree- 
ment with Acorn Computer of 
the UK yesterday. 

The deal, under which Acorn 
will develop reference designs 
for a range of network comput- 
ing; products - from hand-held 
devices to desktop terminals and 
telephones for Internet access - 
sent shares in the Cambridge- 
based computer group sharply 
higher. Acorn '5 shares, buoyed 
in recent months by rumours of 
a deal, gained 25p to 238p. 

Mr Larry Ellison, chairman 
and chief executive of Oracle, 
has promoted the concept of a 
$500 computer as a low-cost 
alternative to personal comput- 
ers for accessing the Internet 

Acorn, which is majority 
owned by Italy’s Olivetti com- 
puter group, said it would create 
a blueprint for this new genera- 
tion of computers on behalf of 
Oracle. 

Oracle stressed that these 
machines wonld be based on 
open Internet software standards 
and would not be tied to any one 
manufacturer's proprietary 
microprocessor chips. 

Oracle is expected to demon- 
strate the first network comput- 
ers next month. Several com- 
puter companies, including 
International Business 
Machines, have also announced 
plans to bring such products to 
market over the next few 
months. 

Acorn’s personal computers 
are based on small, low-cost 
microprocessor chips that con- 
sume less power than rival 
devices. The chips are made by 
Advanced Research Machines, of 
which Acorn bolds 43 per cent 

Oracle, which specialises in 
providing database management 
programs, does not plan to make 
or distribute network computers 
itself. However, Oracle believes 
that such low-cost computers 
could increase greatly the use of 
online services and expand the 
market for its database software. 

Leading personal computer 
industry executives, such as Mr 
Bill Gates, chairman of Micro- 
soft, the world's largest software 
company, have expressed serious 
doubts about the costs and capa- 
bilities of such machines. Only 
when high speed, high capacity 
networks become widely avail- 
able could such machines substi- 
tute PCs. they say. 
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On I January, BZW gained CVT status becoming a reporting dealer in French Government bonds. 
This is a clear sign of our commitment to the French market and our strategy of continued 
development in major markets from our European home base. It’s also a further service that out 270 
strong French team and 8.500 staff worldwide can offer to our clients and the Paris Financial market. 
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EUROPEAN NEWS DIGEST 

Astra shares drop 
sharply on warning 

Shares in Astra fell heavily yesterday after the fast-growing 
Swedish pharmaceuticals group warned of lower expectations 
for 1996 profits because of the stronger krona. It said it was 
surprised analysts had not cut their 1996 forecasts more to 
take account of the 10 per cent rise in the Swedish curr enc y 
since last summer. 

Astra, best known for its anti-ulcer drug Losec, has 92 per 
cent of its sales and more than 60 per cent of its costs outside 
Sweden. It warned the stronger krona would have a “signifi- 
cant impact” on profits in the second half of this year as 
hedging programmes were unwound. The comments prompted 
many analysts to cut their 1996 profits estimates and led to a 
sharp sell-off in the shares of the company, Sweden’s biggest 
by market capitalisation. At one point, the group's A shares 
were 8 per cent lower, but they recovered to end the day at 
SKr261, down 5 per cent 

Analysts have been forecasting pre-tax profits of about 
SKrl2.2bn ($L8bn> for Astra in 1995 and SKrl4.2bn for 1996. 
They say a 10 per cent rise in the krona could wipe between 
SKrlbn and SKrCbn off Astra's pre-tax profits once hedging 
programmes fully expire. Paribas in London has cut its 1996 
profits forecast from SKrl4.25bn to SKrl3.58bn and its 1997 
forecast from SKrl6-8bn to SKrl5.7bn. Mr Staflan Ternby, an 
Astra vice-president, said analysts' revised assessments for the 
group “fit our scenario for the krona”. But he stressed that 
“nothing has changed in Astra’s underlying business 
development". Christopher Broum-Humes, Stockholm 

Record year for Wienerberger 

Foreign acquisitions in eastern Europe lifted 1995 operating 
income and revenue at Wienerberger. the Austrian construc- 
tion materials group, to a record high. Group sales jumped 28 
per cent from Schl0.55bn to Schl3.46bu (Sl-3bn), while operat- 
ing profit rose about 15 per cent from Schl.303bn a year earlier 
to an estimated SchlJjbn. Wienerberger will hold its dividend 
steady at Sch42 a share but its total payout to shareholders 
will rise 64 per cent because of a capital increase last year. 

The company's shares jumped on the news but later gave up 
most of the gains in a broadly weaker market The stock 
closed up Sch5 at Sch2,120 on the Vienna stock exchange. 
Profit and sales were lifted by the takeover of the French 
construction materials group Sturm, an expansion of its pipe 
unit Pipelife, and a tumround at Treibacher, its industrial 
chemicals subsidiary. A recovery in the east European build- 
ing industry, particularly in Hungary, helped offeet weaker 
construction in Austria and Germany, Wlenerbergeris largest 
markets. 

Wienerberger also said it had acquired a 80 per cent stake in 
the Italian brick maker Laterizi Brunori and leased a brick 
factory in Speyer. Germany. Further acquisitions and expan- 
sion in eastern Europe should lift Wiener berger’s sales to 
Schl5bn and operating profit to Schl.Sbn this year, the com- 
pany said. Eric Frey, Vienna 

Tetra Laval in restructuring 

Tetra Laval, the Swedish processing and packaging group, is 
restructuring its global operations to help the expansion of its 
fast-growing food businesses. The change will bring Tetra Pak 
Food, which specialises in processing and packaging for vis- 
cous and solid foods, under the organisational umbrella of 
Tetra Pak. which concentrates on liquid food processing, pack- 
aging and distribution. 

This will give Tetra Pak Food access to Tetra Pak’s 
ready-made global marketing and production facilities, avoid- 
ing the need for a costly build-up of separate networks. Tetra 
Pak Food has been the fastest growing of Tetra Laval’s four 
industrial groups. Prepared foods, one of Tetra Pak Food’s 
three businesses, will be fully incorporated within Tetra Pak. 
Ice cream and convenience food - file other two units - will 
operate as separate units within Tetra Pak. 

Christopher Brown-Humes 

Scant interest for Ikarus float 

Hungary received only one valid bid for an 80 per cent stake in 
Ikarus, its troubled, partially-privatised busmaker, by the Jan- 
uary S tender deadline and no leading international vehicle 
manufacturer was among the six bidders, the company said 
yesterday. However, the group indicated it expected a second 
tender to be called and said three European vehicle makers 
were interested in continuing talks. Ikarus. once one of the 
world’s largest busmakers. was badly hit by the collapse of 
former Soviet markets. In 1994 and 1995, it produced about 
1,500 buses, down from annual rates of almost 14,000 in the 
1980s. Virginia Marsh, Budapest 


■ Coca-Cola, the US soft drinks group, has been holding talks 
with the Haning municipality of Stockholm tor more than a 
year to establish its own bottling plant in Sweden. The aim Is 
to proride Coca-Cola with an alternative if negotiations with 
Pripps Ringnes, its bottling and marketing licensee in Sweden, 
fail, the newspaper Dagens Politik reported. Sim Ee Warm 


Thyssen Stahl returns to 


Bertelsmann 
unit, Mitsui 
in licensing 
agreement 

By Judy Dempsey in Berlin 

Tl New Media, a subsidiary of 
Bertelsmann, Germany’s larg- 
est media group, is looking to 
expand in the Asian market 
through a licensing agreement 
with Mitsui, the Japanese- 
based international trading 
company. The companies will 
licence each other’s products. 

The groups Intend to tap the 
rapidly expanding multimedia 
market in Europe and Asia. 

Two months ago Bertels- 
mann and America Online, the 
fastest growing online service 
in the US. launched a jointly- 
owned operation in Germany. 
This is to be followed later 
this year by launches in 
France and the UK 

“The agreement will enable 
[both] companies to combine 
and benefit from each other’s 
strengths and know-how in 
their respective markets and 
assure Bertelsmann a strong 
entry into the Asian market," 
said Mr Florian Lahnstein, 
vice-president of the Hamburg- 
based Tl New Media. 

The Asian market accounts 
for about 9 per cent of Bertels- 
mann’s total annnal turnover. 
The group, the world's third 
largest media organisation, 
which encompasses book 
clubs, book and music publish- 
ing houses, newspapers and 
online services, last year 
recorded net profits of 
DM805m ($558.9m) on sales of 
DM21. 5bn. Bertelsmann 
founded Tl New Media 18 
months ago to produce and 
publish interactive CD Roms 
and to find non-German part- 
ners to translate and market 
its products. 

Mitsui will market the 
group’s travel guides and its 
awani winning Hard Evidence 
- The Marilyn Monroe File. 
which has sold more than 
40,000 copies in the US since it 
was launched last Jane. 

Mitsui, whose business is 
anchored on computers and 
communications, related hard- 
ware and software sectors, as 
well as mobile and satellite 
common ications. has been 
seeking a partner in Germany 
to market its own multimedia 
products. 

“This is going to be a first 
and great step for the collabo- 
ration between Bertelsmann 
and Mitsui in the multimedia 
business,” said Mr Rentaro 
Kohama, general manager of 
Mitsui's information business 
development division. 


By Vincent Boland in Prague 

Creditanstalt, the Austrian 
bank, signed an agreement yes- 
terday to sell its Prague-based 
fund management business to 
Agrobanka, a privately-owned 
Czech bank. Agrobanka is 
aggressively expanding its 
investment management 
operations to create a bank- 
based industrial empire. 

The Austrian bank Is selling 
Creditanstalt Investment Co, 
established to participate in 


By Michael Undemann 
in Duisburg 

Thyssen Stahl, Germany's 
biggest steelmaker, yesterday 
reported net profits of DM651m 
fS452m), a tumround from net 
losses of DM44Sm a year ear- 
lier. The group insisted that 
the steel industry was not 
heading for a recession, despite 
9 per cent lower output in the 
first quarter. 

Mr Ekkehard Scbulz, chief 
executive, said Thyssen Stahl 
had achieved significant pro- 
ductivity g ains in recent years 
but would have to do much 
better, given that its labour 
costs wears still about 50 per 
cent higher than those at lead- 
ing competitors such as British 
Steel. 

Following a series of joint 
ventures with the rival Ger- 
man steelmaker Krupp Hoesch 


M any German compa- 
nies. burdened with 
high domestic labour 
costs, are finding it difficult to 
expand into booming Asian 
markets. However, Mr Hans- 
W olf gang Koch thinks he may 
have come up with a solu- 
tion. 

The head of Balcke-Durr. a 
power and water engineering 
company belonging to the 
ailing Deutsche Babcock 
group, hopes to find new 
opportunities abroad to offset 
the largely stagnant German 
market 

German engineers, Mr Koch 
says, cost about DM130 (about 
890) an hour. But when Balcke- 
DOrr bids for international 
power station contracts the 
hourly pay has to be kept 
below DM50 an hour if the 
company is to have any chance 
of beating its competitors. 

Balcke-DOrr has tackled the 
problem by buying a stake in 
the Madras-based Indian Devel- 
opment Engineering Associa- 
tion. an Indian consultancy 
which offers engineers at just 
DM10 an hour. Initially. Mr 
Koch hoped that one German 
engineer could manage about 
15 In dian engineers thus driv- 
ing down costs. 

That ratio proved unwork- 
able, so Balcke-Durr invested 
in a satellite communications 
system which allows the two 
teams to exchange design 
plans by phone and work more 
closely together. Under this 


the Czech Republic's mass pri- 
vatisation programme through 
coupons. Creditanstalt owns 80 
per cent of the company, with 
Prague-based executives own- 
ing the remainder. 

The investment company 
manages two funds that own 
shares in privatised Czech 
companies. Creditanstalt Czech 
Investment Fund (CCIF), the 
larger of the two, is listed on 
the London Stock Exchange. 
As part of the agreement with 
Creditanstalt, Agrobanka is 


over the past IS months. Thys- 
sen Stahl would continue to 
try to pool activities with other 
producers. Mr Schulz said. 

That might include a project 
in eastern Europe to build a 
surface finishing and coating 
plant producing higher-value 
products, for which demand is 
likely to improve in coming 
years, he said. 

However. Mr Scbulz said the 
steel industry was still going 
through a “transition” period, 
and that the state of the steel 
market this year would depend 
on what other leading Euro- 
pean steelmakers did to trim 
production in the face of lower 
demand. In line with other 
producers. Thyssen Stahl intro- 
duced short-time working in 
November and dosed down 
many operations over Christ- 
mas. 

Overall, Mr Schulz said, steel 


system, one Balcke-Dttrr engi- 
neer now supervises slx Indian 
engineers. 

Balcke-DUrr’s example is typ- 
ical of how many medium-sized 
German companies are tapping 
fast-growing foreign markets. 
At the same time, they need to 
keep their prices at levels 
where they can matph competi- 
tors who do not have to pay 
their costs in steadily appreci- 
ating D-Marks. 

In 1990, 80 per cent of Balcke- 
Ddrr's business was concen- 
trated in the German power 
station market, generating 
sales of less than DMoQOm. 
Since then, the company has 
restructured to focus on three 
core sectors: power, water and 
construction technology. 

Profits from the big orders it 
landed during the reconstruc- 
tion of eastern Germany, espe- 
cially in the power station sec- 
tor. helped it to buy companies 
in the UK, Switzerland. India 
and the Czech Republic, and 
create joint ventures in C hina 
and Russia. 

By the time business in east- 
ern Germany starts to tail off 
in 1998. Mr Koch hopes Balcke- 
Dilrr wfli have created enough 
international business to main- 
tain sales and earnings. When 
it reported its figures far 1995 
last month the prospects 
looked good: new orders from 
abroad had risen from 18 per 
cent to 30 per cent of total new 
orders, which were worth 
DML8bn. 


also making an offer of KC780 a 
share to foreign shareholders 
in this fund, which has a net 
asset value of over 8100m. 

The offer price represents a 
premium of 15 per cent on the 
fund's share price on January 
9. Foreign shareholders own 
some 14 per cent of CGF. If 
they accept the offer. CCIF is 
likely to lose its London list- 
ing. 


demand this year should not 
fall behind the levels seen last 
year. This was because only 

the construction industry, 
which made up l per cent of 
Thyssen Stahl sales, was sig- 
nalling weaker demand. 

However, the Thyssen calcu- 
lations are based on GDP 
growth in Germany of 1.5 per 
This year, and this figure 
may slip further after a revi- 
sion by leading Diw economic 
institute this week of its fore- 
casts. The institute said the 
economy would grow by just l 
per cent this year. 

Thyssen’s monthly produc- 
tion in the first quarter, which 
ended ou December 31. stood at 
828.000 tonnes. 9 per cent lower 
than in the same period a year 
earlier. Monthly sales fell 13 
per cent to DM863m. However, 
the company expects de ma nd 
to pick up later this year. 


While the difficulties at par- 
ent Deutsche Babcock are fre- 
quently subject to press specu- 
lation. there is evidence that 
Balcke-DOrr is making prog- 
ress in re-focusing its business. 

There have also been some 
notable successes. Krantz-TKT, 
the division which specialises 
in construction management, 
recently won Balcke-DQrr’s 
second biggest contract ever, a 
DM325m deal as part of the 
German consortium building 
the new Spata airport near 
Athens. 

Meanwhile, Krantz has 
bought a smaller company spe- 
cialising in constructing intelli- 
gent communications networks 
and fibre optic cabling, an area 
which is to grow con- 

siderably as the German tele- 
coms market is liberalised 

A nother recent purchase 
for which Mr Koch has 
high hopes is Tuma 
Turbomach, a Swiss company 
specialising in smaiipr turbines 
generating up to 15MW. 
Balcke-Dflrr sees promising 
demand for these smaller tur- 
bines which, Mr Koch says, are 
“affordable” and especially 
suited to developing countries 
where the energy infrastruc- 
ture is often unreliable. 

However, Mr Koch admits 
that windfall contracts like 
Athens airport are “rare” and 
much of the group’s other new 
international business is much 
harder to come by. 


groups that has seen local 
banks tighten their grip on 
investment funds. Analysts say 
Czech hanks want to maintain 
significant shareholdings in 
industrial miniianipg , as Ger- 
man and French hanks do. 

The purchase is significant 
for Agrobanka, the largest of 
the private Czech hanks estab- 
lished since economic reforms 
began. Last October It began 
an aggressive push to expand 
its fund management business 
and 


black 

Although Mr Schulz describ- 
ed the 12 months ended Sep- 
tember 30 as a “boom" year for 
the company, he admitted that 
the better results were SO per 
cent attributable to the 
improved market conditions. 
Only 20 per cent came from 
cost cuts. Thyssen Stahl still 
had debts of about DMSOOm. 
half of the total losses of the 
past three years. 

Personnel costs had fallen to 
23.6 per cent of total output, 
from 27.5 per cent a year ear- 
lier. 

The company admitted, how- 
ever. that three-quarters of the 
drop in costs was due tu the 
restructuring, which included 
the joint ventures with Krupp 
Hoesch. Those ventures, in 
turn. meaDt that Thyssen 
Stahl's sales last year were 
DM600m lower than in previ- 
ous years. 
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Balcke-Durr recently signed 
a DM43m contract to build a 
chemicals plant at Oltchim in 
Romania, but the deal took 
three years to put together. 

Mr Koch is concerned that if 
the present system of negotia- 
ting engineering industry 
wages persists - and labour 
costs continue climbing as 
they did this year - then 
Balcke-Dilrr's efforts to put 
work out to India and else- 
where may all be in vain. 

While larger companies such 
as Siemens and Daimler-Benz 
had full order books and 
wanted to prevent any 
stoppages at all costs, the 
smaller, often family-owned 
engineering companies are 
now buckling under the strain 
of the 4 per cent wage rise 
agreed by the employers feder- 
ation. 

“The negotiating process 
simply has to differentiate 
mare between the different cat- 
egories of companies.” Mr 
Koch said. 


medium-sized fund managers 
for takeover. It already runs 
one of the largest Czech 
voucher funds. 

Creditanstalt said it would 
retain its money market and 
equity mutual fund operations 
and its pension fund business, 
which will be controlled by 
Creditanstalt Securities, its 
Prague-based investment bank- 
ing unit. Completion of the 
sale of the fund management 
business is expected within 
three months. 


Aerospatiale 
chief renews 
call for 
fresh capital 

By David Buchan 
in Paris 

Aerospatiale, the French 
state-owned aerospace group, 
might need a capital injection 
from an outside company. Mr 
Louts Gallois. president, said 
yesterday. This would be nec- 
essary If tbo French govern- 
ment did not recapitalise the 
loss-making business. 

Mr Gallois has been calling 
on the French state for a capi- 
tal increase of as much as 
FFrlObn (S2bn) to bolster the 
group’s FFr&bn funds, but has 
not had a reply. 

However, given that Aero- 
spatiale makes Frances 
nuclear missiles, be indicated 
that initially investors would 
have to be French. “Aerospa- 
tiale is not quite like other 
companies as regards the 
nationality of its sharehold- 
ers.” 

Uncertainty surrounds the 
defence industry in France, 
with the government review- 
ing its defence needs and sev- 
eral state-owned companies 
making losses. 

French defence companies 
are waiting for the government 
to take the lead in restructur- 
ing the industry. 

About 17 per cent of Aero- 
spatiale’s capital which was 
held by the state-owned Credit 
Lyonnais bank is due to be 
sold by the GDR organisation, 
set up to dispose of that bank's 
industrial holdings. But Mr 
Gallois stressed he was more 
interested in the government 
or some stateapproved outside 
investor bringing in fresh 
money. 

External investors are 
unlikely to put money into the 
loss-making company while it 
is still in state hands. The com- 
pany would also need to cut 
costs to become attractive to 
potential investors. 

Mr Gallois yesterday 
announced a plan to save the 
group FFr3bn over the next 
three years. Aerospatiale has 
already announced plans to 
shed 3.100 jobs and a further 
800 in its Eurocopter joint ven- 
ture with Daimler-Benz Aero- 
space this year and next 
Mr Gallois said every sector 
of the group, except for ^ 
research, development and 
marketing, would have to 
make savings. 

The group had continued to 
lose money in 1995. and fore- 
cast that the effect of French 
defence budget cuts and the 
low level of the US dollar, 
which lost nearly 15 per cent 
against the franc last year, 
would be felt “even more 
strongly this year”. 

Provisions to cover the 
restructuring costs would 
result in a net loss for 1995. Mr 
Gallois said, even though the 
group broke even at an operat- 
ing leveL In 1994 it recorded a 
FFrl7m operating profit but a 
net loss of FFr483m. 

Group turnover rose slightly 
to just over FFr49bn, compared 
with FFr48.2bn in 1994. But 
booked orders rose 32 per cent 
from FFr29. 6bn in 1994 to 
FFr39bn last year, chiefly due 
to a record level of satellite 
contracts. 


The transaction is the latest 
in a series of changes among 

Czech fund management by targeting small 


Creditanstalt agrees sale of fund management business 


T ackling domestic problems abroad 

Germany's Balcke-Durr is using foreign workers to 
offset high wage costs, writes Michael Lindemann 
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MALTE 

PAMBVSA^ 

(A joint-vencu re between Londrina S.A., 

Companhia Cervejaria Brahma and Canada Malting Co. Limited) 


US$7,000,000 

Financing for the expansion of a 180,000 tpy 
Malt Plant in Puan, Province of Buenos Aires, 
Republic of Argentina 


US$6,000,000 

Senior Term Loan 


US$1,000,000 

Income Participating Loan 


Provided by 
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DONGYANG DRAGON TRUST 

International Depositary Raoetptti (10R) 

GvMan cl na Benefi ci al CwttBcatw 
Representing 1,000 Units 

Notice k hereby given to the Unidioidert that DoogYang famamau Trufl Co. ha declared a 
ditfribotloo of Woo 1 13.000 per 1DR of 1.000 nmq payable on Desrnitrei 10. 1995 tn the 
Repubhc of Korea. 

Payment, of coupon* No. 2 of the tinuiulinul Dcponory Receipt, will be made on or alter 
January 22. 1996 is OS dollar, at one of the following office* of Morgan Guaranty Tflrt 
Company of New Yorte - 

- Broach. 1* Arcane da Art* 

- New Yak. 60 Wall Street 

■ 1 jmri rei . 60 Verona Embankment 

- Frmkftm. 2-4 Boenactnstc 

the amcani or dollar* lhall be the oa proceed* of the tale of die amount of woe at the 
■degreffoc transfer acting rate quoted 6y a Korean ELuhange Book in die Republic of K/mvm on 
the d ay of lum inance by the manager and will be dnthbuiol io die Unitimbkn m prop o r ti on to 
Ihrir retperth* ermtietmu after de du ctio n of all met and eJiatpei of ihe Depositary: 

Holden residing m a country having a double la wni on treaty wnh the Republic of Korea may 
obtain payment of their awpera > a tower rase of the Korean aon-reudem wiOtaoidtee tux. on 
condition drey furanh either to the Dcpositaiy or through otic of the des i gnated Mh-JUJtfg 
agents a certificate showing their residence together with a copy of the Certificate of 
lndtipamton or a copy of die puapart for individual*. Those document* an wq a e re rd by Ihe 
Korean National Tha Admimstnikm Office at evidence of reridoKe md without there die full 
me of 27 JO pci Korean muwESkieui wdhhcfdhtg lax will be retained. 

If my dtsributiai by die Trait shall remain unclaimed id the expiration of five yean from dao 
daw on which this distribution first became payable, all tight* of I DR Holden to UK* 
dbinbatkn nr die proceed* or sale thereof atoll be utmgushed. and the Deposiosy doll retrea 
the same tofhcTnuL 

Depositary: Morgan Damns? Thst Company of New Yorfc 
35 Avenue de* Art*. 1010 Brussels 

JP Morgan 


S.G. Warburg Capital B.V. 

U.S. $200.000, 000 Floating Rate Notes 2006 
unconditionally and irrevocably guaranteed by 

S.G. Warburg Group pic 

In accordance with the provisions of the Notes, notice is hereby given 
tint, fra the sU month period. UtiiJnmiary, 199610 11 thirty. 1996. 
the Notes will bear interest at the rale of 5.65625 per mu per annum. 

Coupon No.20 will therefore be payable on I lib July, 1M6 at 
U^$7.I48 j 87 per coupon from Notes Of U.S .5250, 000 nominal anti 
U.S .5285.95 per coupon from Notes of U.S.SIO.OOO nominal. 

S.G.Waiburg & Co. Ltd. 

Agent Bank 
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THE TAX FREE WAY TO PLAY THE MARKETS* 
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By Simon Hoiberton 
to Hong Kong 


HK$9bn 


Hopewell Holdings 


Mr Gordon Wu, the controlling 
shareholder of Hopewell Hold- 
ings, a Hong Kong property 
and infrastructure group, yes- 
terday said his company was 
well on the way to raising 
HK$9bn (US$l.2bn) through 
the spin-off of its roads, trans- 
port and related property 
interests. 

He said he has already 
obtained commitment from 
investors, mainly Japanese, to 
subscribe to HKJ5bn of shares 
in Consolidated Real Estate 
and Transport Asia, as the 
company will be called. 

In an interview, Mr Wu dis- 
missed rumours he will sell bis 
interest in Consolidated Elec- 
tric Power Asia (Cepa) - the 
company's power industry sub- 
sidiary - and hit back at stock 
analysts who talk down his 
company. 

“I might not be the darling of 
the analysts but my hanfcing 
relationship is A1 - I always 
pay back my loans," Mr Wu 
said. "They [bankers] don’t 
seem to be warned." 

Hopewell Holdings has been 
the butt of much criticism by 
investors and stock analysts in 
the past six months. Mr Wu is 
viewed as a dynamic entrepre- 
neur who has nevertheless 
overstretched himself. 

Hopewell's share price has 
performed poorly amid grow- 
ing investor concerns about 
the company. The company's 
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gearing is estimated by Gold- 
man Sachs, the investment 
bank, at 64 per cent at the aid 
af last year and, on unchanged 
policies, is forecast to rise to 77 
pa* cent this year. 

With cash raised from the 
sale of 25 per cent of 
Consolidated Real Estate, 


Hopewell's gearing in 1996 
would fall to about 50 per cent 
this year. Hopewell will retain 
75 per cent of the company and 
continue to manage its 
projects. 

Mr Wu said the cash being 
raised would enable projects in 
southern China and Thailand 


Japan electronics makers lift 
output of flash memory chips 


By Michjyo Nakamoto 
In Tokyo 

Japanese electronics makers 
are stepping up production of 
flash memory chips, semi- 
conductors used in portable 
equipment ' such as note- 
book computers and mobile 
telephones. 

Sanyo, one of Japan's 
leading makers of flash 
memory chips, said yesterday 
it planned to increase output 
fivefold, from an annual 10m 
units last year to 50m in 
1997. 

The company will increase 
output at its semiconductor 
facility in northern Japan 
where ft already manufactures 
the chips. Although Sanyo has 
not disclosed the amount of its 
investment, it is expected to be 
about Y30bn ($285m). 

Sanyo plans to invest Y200bn 
in its overall semiconductor 
business by November 30 1998, 
Mr Yasuaki Takano. president, 
said. 

With the increased 
production, the company 
expects semiconductor sales to 


grow from Y280bn in the year 
to November 1995 to Y400bn by 
the end of November 1998. 
This year, the group is aiming 
at semiconductor sales of 

Y3l0bn. 

Meanwhile, Sharp is 
investing YllObn in a new 
facility in south-western Japan 
to produce flash memory chips, 
the company said. 

This will be the fourth such 
manufacturing base for Sharp, 
which tied up with Intel, the 
US semiconductor maker, in 
1992 to jointly develop and 
manufacture advanced flash 
memory chips. 

The new facility will have an 
initial production run of 10,000 
8-inch wafers a -month; ’going 
up to 20,000 at full capacity. 

With the addition of the new 
plant. Sharp will have an 
annual capacity of 130m 
chips. 

Flash memory chips are 
particularly- suited to portable 
applications since they retain 
data even when the power is 
switched off 

Suppliers have not been able 
to keep up with demand for 


flash memory, which has been 
very strong on the back of 
increasing sales of portable 
electronic products from 
notebook PCs and electronic 
notepads to mobile phones. 

The market is expected to 
grow to a value of about $464m 
by the year 1999, according to 
Dataquest, the high technology 
consultancy. 

Intel Is the world’s largest 
manufacturer of flash memory 
chips followed by AMD. 
another US semiconductor 
maker. 

However, Sharp said that in 
addition to increasing 
production of flash memory 
chips themselves, the company 
aims to bidld oil its know-how 
and introduce products such as 
digital cameras, which use the 
same technology. 

Sharp has been extremely, 
successful with its consumer 
applications based on liquid 
crystal display technology. 
However, intensified 
competition in the LCD market 
has led to falling prices and 
lower profits from that 
business. 


Interactive 
Corp, NTT 
join forces 

Nippon Telegraph and 
Telephone (NTT) of Japan and 
Interactive Corp of the US said 
they had formed a strategic 
partnership to develop multi- 
media communications ser- 
vices using infra-red ray tech- 
nology, agencies report from 
Tokyo. 

The companies said they had 
not yet decided an a schedule 
for commercialisation of the 
technology. 

Meanwhile, Mr Masashl 
Kpjima, NTT president, indi- 
cated there would be further 
multimedia-related deals when 
he announced the company 
“would like to proceed with 
bold tie-ups with domestic and 
foreign companies”. He 
declined to elaborate, but said 
NTT would be seeking oppor- 
tunities for offshore invest- 
ment this year to speed global- 
isation of its telecom business. 

Separately, NTT announced 
it was studying plans to cat its 
long-distance telephone call 
rate to .below Y150 tor three 
minutes freon Y18Q. It intends 
to apply for ministerial 
approval this month. 


All eyes glued on Birla inheritor 

Investors hope Indian group’s new 
head will repeat the success story 
of his late father, writes Kuna! Bose 


Birla Group ' 

Sham price rotative to tJie 
Bombay S£tnd«x 
.120 — 


T he succession at AV 
Birla group, India’s sec- 
ond largest business 
after Tata, has attracted much 
attention. The untimely death 
of Aditya Vikram Birla, the 
group's chairman, resulted in 
the reins of power being 
handed to Kumar Manga lam 
Birla. his 28-year-old son. 

The questions being asked in 
Indian Industrial circles are 
how smooth the transition will 
be and how capable the new 
chairman is of running compa- 
nies with a combined turnover 
of almost $3bn. 

Kumar Manga! am' s father, 
who died aged 52 last October, 
bad been a champion of India's 
economic liberalisation. His 
strategy also involved develop- 
ing operations overseas, as a 
result of which he was much 
sought after by foreign compa- 
nies seeking Joint venture part- 
ners in India. 

Three years ago. however, 
when Aditya Birla began 
introducing Kumar Man g alam 
to the business, some thought 
his son would lace resistance 
from senior group executives. 
man y of whom had been there 
for more than three decades. 

But it appears that this has 
not been the case. According to 
Mr Basant Kumar Birla, Adi- 
tya Birla's father, “the 
untimely death of my son, Adi- 
tya, created an extraordinary 
situation and his executives 
took no time in rallying round 
Kumar Mangalam". . 

“Some of them started then- 
career under me." added Mr B. 
K. Birla, who runs a separate 
Rs-iObn (Sl.lbn) turnover group 
from Calcutta. 

"For us. the most important 
thing is that Mr K- M. Birla is 
settling down in his new role 
smoothly. We find it reassur- 
ing that he is relating to the 
old guard nicely." said a Bom- 
bay-based banker. 

The shares of AV Birin group 

companies did not. as was 
feared, come under strong sell- 
ing pressure following Mr A. v - 


Birla's death, largely because 
signals from Bombay’s Indus- 
try House, the group headquar- 
ters, were generally positive. 

“The fall in group share 
prices has got nothing to do 
with Aditya Birla's death. The 
market in general has come 
under bear hammering." said 
Mr Navin Suchanti, managing 
director of Pressman Securi- 
ties. “At least five AV Birla 
group scrips are among the 
most actively traded shares on 
the country's major stock 
exchanges and therefore, we 
want Mr K. M. Birla to move 
into the driver’s seat quickly", 
he added. 

BdrK.NL Birla is no green- 
horn. A chartered accountant 
with an MBA, he was put in 
charge of Indo Gulf Fertilisers 
& Chemicals, producer of gas- 
based nitrogenous fertiliser, 
and the cement division of 
Grasim Industries, the group’s 
diversified flagship company, 
by his father three years 
ago. 

Bdr K. M. Birla began his 
training under the watchful 
eye of his father when he was 
in his teens. “Any Birla scion 
will have his baptism of fire by 
putting up a new industry. Mr 
K. M, Birla was asked to set up 
a carbon black plant in Egypt 
n-nd the unit is doing fine. He 
was also involved in building 
two cement plants in Madhya 
Pradesh and Rajasthan for Gra- 
sim," a senior group official 

said- . , 

However, running a few 
unite successfully and con- 
structing plants on time does 
not necessarily mean the 
young inheritor will rise to the 
challenge of piloting a group 
which has a leading presence 
in several of India’s core sector 
industries, It also owns large 
units in south-east Asia and 
Egypt, 

The AV Birla group is India's 
largest producer of viscose sta- 
ple fibre, white cement and 
carbon black, and the second 
largest producer of aluminium 



90 

. ■ JUT! V 1885 \ . - 96 

Scucac FT Extol • . •\ y V. . . 

and rayon. The group has a 
predominant presence in tex- 
tiles. several chemicals, includ- 
ing fertilisers, and grey 
cement 

As Bdr B. N. PnranmaJka, 
m imaging director of Indo Gulf 
Fertilisers, who has worked 
with the Birlas for mare than 
35 years, points out “the group 
has basically stock to textiles 
and process industries in 
which we have strength. We 
have stayed clear of consumer 
goods". 

In several in-house strategy 
meetings, the late . chairman 
told his executives that in the 
country's changing business 
environment each group unit 
should pay greater attention to 
the size of operation, quality 
and cost 

According to company offi- 
cials, father and son agreed the 
group should seek growth in 
areas such as oil refining, 
power, telecommunication and 
metals. 

Mr B. K. Birla is now spend- 
ing much mare time in Bom- 
bay and is available to his 
grandson "for consultation 
whenever he needs me". 

However, be said ha had told 
Kumar Mangalam to look at 
companies in the group which 
had been underperforming in 
terms of profits and general 
efficiency. Mr B. K. Birla has 
also assessed the projects the 
group has in hand. 

“Of course my son built a 
group in which most compa- 
nies are making excellent prof- 
its. The exercise will take some 
time.” He cited the sponge iron 


plant of Grasim. which because 
of teething technical problems 
could produce only about 
405,000 tonnes last year, 
against a capacity of 750,000 
tonnes. 

The late chairman was pre- 
paring several projects. “But I 
thmb hi the changed situation, 
the group should implement 
only those projects for which 
finances have been arranged 
and orders for machinery 
placed. The other projects are 
to be holdback. 

“My son could take any risk. 
But Kumar Mangalam is new 
in the game. His every move Is 
watched. He has to be cau- 
tious,” said Mr B. K. Birla. 

Indo Gulf Fertilisers* copper 
smelter project involving an 
investment of Ssl5.5bn is 
going ahead, as is the expan- 
sion of capacity of Hindalco’s 
aluminium smelter, by 72,000 
tonnes to 242,000 tonnes. 

The group, which has farmed 
two joint venture companies 
with PowerGen of the UK to 
build two 1.000MW coal fired 
power plants in Uttar Pradesh 
and Madhya Pradesh, is negoti- 
ating power purchase agree- 
ments with Indian state agen- 
cies. 

M r B. K. Birla insisted 
that although he sits 
in Industry House, 
there was no question of there 
being dual control of the 
group. 

"The executives can turn 
only to Kumar Mangalam for 
direction and advice," said Bdr 
B. K. Birla, who will be waiting 
for an opport un e moment to 
hand over his own Rs40bn 
group to his grandson. 

Will Mr K. M. Birla turn out 
to be as good a businessman as 
Mr A. V. Birla? According to 
Mr Rama Prasad Goenka, 
chairman of RPG Enterprises, 
India's fourth largest business 
house, “give Kumar Mangalam 
tiwiP to settle down in his work 
and, who knows, he may even 
perform better than his legend- 
ary father. 

“I let my two sons - Harsh 
and Sanjiv - run large compa- 
nies independently when they 
were in their twenties and they 
outperformed me,” 


New Issue 
Dosing 

January 4, 1986 


This announcement appears as a matter of record only. 


to be funded without further 
recourse to Hopewell. He 
denied he was under pressure 
from bankers to cut his 
debt 

Consolidated Real Estate will 
acquire Hopewell's interest in 
the south China superhighway 
and related roads and property 
as well as its Bangkok mass 
transit road and rail project. It 
will acquire these assets at 
their book value of about 
HK$15bh. 

Mr Wu said equity in the 
company, which generates a 
return in excess of 20 per cent, 
would be sold initially to pri- 
vate investors. Investors in 
Thailand, where the company 
has plans to build a mass tran- 
sit system in Bangkok, and 
Japan had expressed most 
interest in taking a stake. 

He said he planned to list 
Consolidated Real Estate in 
1998. By this time, the Bang- 
kok mass transit project - a 
60km road and light railway - 
would be completed. Tenders 
have been called for rolling 
stock, he said. 

“After many meetings of 
committees and many studies 
Ithe Thai government] now 
agree that my project is the 
best,” he said. “They have an 
added incentive to see it fin- 
ished as Bangkok will host the 
1998 Asian Games.” 

He said Consolidated Real 
Estate would have a south 
China and Bangkok land bank 
of about 10m sq m. most of it 
in prime locations. 
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[§2 Perstorp 

Notice of Annual General Meeting 

The Shareholders of Pwstorp AB (puOQ are hereby hutted to attend the Annual Genera! Meeting to be held on Saturday 27Th January 1896 at 1000 am (Swedish tfcna) jd 
Pere gh Onn. Pre«orpA8*ftrenployae centre In Pemtorp, O w mj an. 

Agenda 

1. GkecdonalChalmMn to presto* bc the Meeting. 

2. Prepcraflon and approval of a /rang SSL 

3. Section id Iwperaora to apprewo die rnfcwtaa. 

4. Examination of whether the Meeting has bean property convened. 

5. P iaa e ntB U on cl the Annual Haport. the Audtotf Riport on the Parertt Company the Conaold et ed Accoutre and the Atidbora' Report on me Oroty. 

6- ConatdoraUon at reecMtana hi respect ol the (otowtnp: 

M V» adoption at the Paw* Company tocome Statement the Parent Company Balance Sheet, me Conoondated incam Statement and the ConaoJUsHrf 
Dala nca fl ftaet i 

tb) the appropriation of the Company's profit ecconine to the adopted Btfance Sheet; and 
W me Directors' and the Managing Oracturti discharge horn fiabRy. 

7. Datarm9nadon of me resrtMr cf Dtrectoni and deputy manners of the Bored and Auditor*. 

8. Determination of tha fees tor me Board of Dkectors and mo Aufltora. 

B. Section of the Board ol Directors and the AudBore. 

10 . IheprapoataoimBctadolDtrecsorettaareaoludontainaseBalhaiftmci^slttathreughBbarmlaeiwauchthtffiveachesdaHngaerleeAoraailasBahmMnew 
ahorea Ol the same Hnd wt) be received The bonus issue wB be enacted by transfer to the share capital of an amount hem the statutory reeerm. 

11. Tha Board or Directors' proposed amendment* lo me Artlctea of Association 

that the Cmlts tor the time capital in 54 fin* paragraph be amended horn at present not leas than SEK 23QJOOO.DOO and not mot* threi SEK SSSMXXteOO to not iesa 
man SEK 700000000 and not more than BEK 0600000000; 
fiKft § * fifth paraorocm drafl be errwnded Mowing wcntmg; 

correction »ftti an mCBaso tha Share cap ia t through a cash hsue the shurenoidara statt have a preferertoi right to the new stew in natation to the rsmoar ol stares may 
already own. tn comcom wa an noacee a* the ahm capital threugh a borua kaue now ahees iM be naued of each Hnd cl ahem m rtfatkm to the nrantrar ol stem el 
m# aarea kind already redding. Setting shares of a certain Mnd ahaa thereby ghra a pefmrata right to new aherae of the sama Und In ratadnn to mair pat ki me dan capeatr 

12. The proposal or die Bared of Director* lor a resoUfan that the Company, by dtaeppiyftie aharehoUns' pretarendai rights Of s u b scr iption, ahal rate a Co n eait M a 
debenture loan tar a mreunumnomlnal amount of approximately SB< 22S mOon through an lesue ol convertible debemrea. The ban wfl cany on annual (bed Manet 
creieapcndtag to 12-montha STBOfT minus 05 par cent Conversion to arete B sha res wfl be possSCte. The conversion price wB corre sp ond to an amount equta *> 
approximately 725 per cent erf fte average latest recorded price paid for Rite B ahans of Perattap AB on the Stockholm Stock Exchange dratig the period bom and 
lncludmg2SMreidiuptoandlnctod1ng<Aprl 1886. Ttecateutateconveralon price wtt be rtxaidedotf to tha neareM whole nurnbar of Sac At lua co i n rarale s i tha tmare 
capita, baaed on a ahree price <* the Company ■ after tmptamerdaUon rf the boras teue - ol S6K 96. would tnoeeae by approa d matriy SEX 18 rntfen, whfch 
cona ap cnds to a dtelon of appradmataly 2J5 per cent of the number of shares and 1^ per cant of the vote of the Company, afire tnptamentedcn of the bonus issue. 
The rij^l to Butrecrtie tor corwertWa debeettuna thal bated to pernor* who. at the reepky of the subscription period, am premanreitty omptayad ta Perettap MB to 
Sweden or at Raratorpk SweeBsh subaidtaites ae wet as to canab senior executtves abroad. 

Aperereiwtti tha right to oAsotoe «ha 0 be ensued to auftacriba tor cortvartfala debentures oanespondlng to a minimum ana block ol too sum* and BnBdmumT5 
Mocha together totattng 7.500 shares. A scad ntsttoer of sartor axa cuthwe Ehfll be entted to aubccttee far a matron 150 btoCka togatftartotttu 15,000 threat. 
Tha coraerdble debentures shouto be subscribed lor during Ihe period 8 Aprt - as Aprs 1996 end wfl be teued al a prte corresporrfng to thatr ranted mount. 
Payment tor dsbantwaa subaerfbad for and aHoned anafl be mad* In cash wtth the nomine] amount of the debentures on IS May 1996 at tha lateL A hotter of a 
debenture wdl haw the right dudng the period 1 Ally iflB9 - 30 Aprfl 2001 to damand conreman ol h debenture into series B shame. The debenture loan Mi due for 
payment on 15 May 2001 to Ihe extant that comrereien has not been affected prior to that data. 

13. Ctoatag 

in order to tee part to me Anrarei Oenenaf MetttWB. BhreWOMeta mat be regtstewd In the SharahoUara' Haotnar ntetatnad by tha Breetflah Swasate awre n«rri. 
(Vlrddpapperacentraien VPG AB) not taler man Mstkiasday 17th January T896. Sharehotdare who have placed their shares at treat mud tnmporvfly (Meofatar the afaras 
in matt own rams to alow them to pMcpete h Ihe MaaUng. A Sharefnldar nut Worm the mate hereof m good time baton vwxfcevfey iTVt Jrewaryiess. 

A Shareholder may attend and vole at the Meeting In person or by proxy. However. In accordance wtth Sumdsh practice the Compreiy does not sand farms of nary to Bs 

Slwatwttera ShemhMdwwdhtoB to veto by |«jxy8hQiJd»*i«llhe8 own fomtttfpreny to The Company 

Ntfflcatton of famnded participation at me Annuai Qenene MeuMng must be ghen » Paratarp AB not Her than Tuesday 2&dJreurey1 996 rt &00 pn (Swadish ftno); 
bytatohene. by csing (DO) 48 435 38886 (ABCtlriefcor 
ty mat. addreewd to Pomtorp AB. S-284 BO Perstorp, Swadam 

1T>o Company wtl ran&pl ibCoW trf notice cf pretldpottai by tarxfeng an admfedon cant to be srnre*i bJ tha Meeting. This cnrA-mnUcm wfl ate Inctods fl doated dewknlcn 
of the most suttabfa route to Paragiiden. 

Tha Boani of Dfeaetarg has decided to propose that the Raoord Data for dMdends be Wednesday 31M Jtthuary 1896. Should this be approved, g b imdctpated that tha 
cflvMand wffl be dbbftuMd by ®a SserisH Securtdas RogMar Centre on Hfadnesday 71h Pabmrey 1 90S. 

Tha eompMs prapoaals al the Board of Dfeectora wi»q me bonus teue. tha amendments of thaArtiEte ofAasoctollon and me toaui of eornwflbtt debmum. 

the laasona for dieapplyina fte shashoktots' preteentlal rigMa of aubataftttkm, wtt be made avaBaM tor hapeetkm by iha Sharehottars af tf» head office of Parettm AB 

m Paretep and id Ihe offices of EnaUda. Skaridinavlska Gnetdtte Banhan at 2 Cannon a&wt London EC4M GXX ftom Fitday TWt Jareny 1986. 

Proposal for election of iha Boerd of Diractm 

Steehokte. nprearetthg apprbxsnatBly SOte of Vie rentier of vexes tor tha shares In the Contoany. time Infomted tf» Comm tha they htmj » taoiasa ttemeGrewd 
Meeting rejects n iitambara of the Sored Gumr Dahten. Shn Foten, Kref-eft Sattbreg. Ced HamK Vtandl Cart Jcfwi Wbndt, Krel Lmat HMtot real GoataWUtaMd 
as new mambere of to Bored elects Ounnar Bock. PteJdred and CEO of fatra Pak Grap, and Wte Wnfc. n prasaa adepUy mreitore-af tfre Bored of the cornom Lrea 
MBMirea aid Krtstte Vtandr have daeettted rerahetten Tha shatahoWars referred to ebow ham teo Hamad me Convrety that ttoy ted to propose to tha OreM hbetta 
thu only tw deputy menfeaa M fta Bonk kreteed M the prraart 8<ta ere aleeM and prepoae Kantona WendEEr^rexi reef B* Witten tad, both k *w mentorea. 

The BOOT of Pastorp AS rwrenm -Un.^n, mnn 
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Slow progress 
seen in New York 
office market 


By Richard Waters 
in New York 

The New York office market, 
held back for much of this 
decade by high vacancy rates 
ami falling qf stagnant rental 
levels, is In the midst of a sig- 
nificant shift In ownership. 

Two bankruptcy reorganisa- 
tions - Involving Olympia & 
York's US properties and the 
Rockefeller Carter - are about 
to leave new investors in con- 
trol of a considerable slice of 
New York’s prestige office 
space. Yet it is bard to find 
any one predicting an Immedi- 
ate rebound that will bring 
these new investors a quick 
profit 

Among those expressing cau- 
tion is Mr Gordon Amell, head 
of Carena Developments, the 
private Canadian group con- 
trolled by the Bronfinan family 
that has emerged with control 
of a large part of the O&Y port- 
folio. 

Carena became Involved in 
the finan cial reorganisation 
through Its one-third interest 
in three office towers at the 
World Financial Center, OAT'S 
flagship New York develop- 
ment Now, haying agreed to 
cede two buildings - at 237 
Park Avenue and 1290 Avenue 
of the Americas - to a group 
led by Mr Leon Black, the 
Canadian group is left with 
control over the World Finan- 
cial f’-ontgr ami four other O&Y 
office b uildings 

Commenting on the pros- 
pects for the office property 
market earlier this week, Mr 
Amell said: Tm not a major 
optimist ... I think the rate of 
recovery will continue to be 
quite slow in North America." 

The rise in rent levels, he 
added, "will be almost imper- 
ceptible". with a "slow, steady 
improvement over time”. Most 


of the improvement in effective 
rents would come about not 
from a rise in headline rents 
levels, which would hardly 
move, but from a reduction in 
the incentives landlords have 
used to attract tenants. 

"New York is a tough and 
expensive place to do busi- 
ness . . . [But] I can't imagine a 
maj or ffnanrfal institution try- 
ing to do business without a 
major presence in New York." 
said Mr AmelL 

Mr Richard Saunders, of real 
estate advisers Baring Houtson 
& Saunders, is among those 
who favours office markets in 
some of the big cities of the 
north-east over those in newer, 
more suburban areas else- 
where in the country. 

He too. though, adds that 
investors will have to look over 
the longer term. “It’s not going 
to change overnight - [the 
recovery] is going to be a bit 
more protracted than last 
time." 

There is a rival view of New 
York’s fixture as a commercial 
centre. This holds that com- 
puter power wiH eventually 
males such old-ffcJlioned 
centres redundant, as tech- 
nology-driven industries such 
as finance fragment. 

Proponents of this view will 
draw heart from comments 
made last month by Mr John 
Reed, chairman of Citibank. 
Known for his off-the-cuff, 
often futuristic remarks. Mr 
Reed mused in an interview 
that Citibank might be held 
back by being situated in an 
ageing city like New York: its 
senior managers might per- 
form better if they were based 
close to the heart of the West 
Coast computer industry. 

Citibank nffiriaig are quick 
to say that one of New York's 
biggest institutions is not con- 
sidering leaving town. 


American General to 
lift loan-loss provisions 


By Richard Waters 

American General, the US 
financial services group, said 
yesterday it would add ynsm 
to its provisions against loan 
losses, the latest sign that con- 
cerns about credit quality in 
consumer lending are begin- 
ning to invade the US financial 
Industry. 

The company, whose biggest 
operations are in insurance, 
said the provision would lift its 
allowance for loan losses at the 
end of 1995 to almost $500m in 
all, or 5.9 per cent of its receiv- 
ables. A year before, the provi- 
sions had stood at 5226m, or 23 
per cent of receivables. The 
provisions relate to the group's 
consumer finance arm. 


American General's move 
follows indications from the 
company .in recent months that 
It expected bad debts to 
increase. 

It has been one of a small 
number of companies In the 
consumer finannp industry to 
report a marked deterioration 
in credit quality. 

An increase in bad debts 
among consumers has also 
been apparent in official data 
in recent months, prompting 
warnings from some Federal 
Reserve officials that banks 
and others may have been too 
aggressive in their pursuit of 
new borrowers. 

Credit card debt in the US 
increased by more than 25 per 
cent last year. 


Bowater set 
to defer 
price rise 
until April 

By Bernard Simon in Toronto 

An intense tug-of-war is under 
way between North American 
paper mills and their custom- 
ers over a proposed newsprint 
price increase. 

The first crack in the pro- 
ducers' ranks appeared this 
week with an announcement 
by South Carolina-based 
Bowater that it plans to raise 
its n ewsp r in t list price fay {SO 
a tonne to S875 on April L 
Transaction prices are nor- 
mally somewhat lower, as a 
result of trade discounts. 

Most other North American 
producers had proposed a 
March 1 price hike. But, as the 
paper buyer for one large 
i newspaper chain put it yester- 
day, "we're resisting March 
strongly". 

Other producers are expec- 
ted to follow Bowater’s lead fay 
driaying the proposed increase 
for a month. The big question 
however, is whether the indus- 
try will be able to push 
through an April price hike. 

Bowater said the increase 
was based on "the condition of 
our order book” in domestic 
and overseas markets. 

However, one US-based 
paper consultant said he 
doubted whether the April 
price increase would stick, 
unless newsprint mills soon 
start adjusting capacity to a 
recent downturn in demand. 

Mr Mark Gibson, vice-presi- 
dent far paper marketing at 
Fletcher Challenge Canada, 
said his company would 
reduce newsprint output “if 
required", rather than trigger 
the aggressive discounting 
that is typical of periods of 
weak demand In the pulp and 
paper business. 

Newsprint has so far escaped 
the sharp downturn in inter- 
national pulp and paper prices 
since last summer, thanks 
mainly to the absence of new 
capacity. Transaction prices 
have climbed in the past 18 
months from 9410 to about 
$750 to $800 a tonne. 

Several mills have helped 
buoy the market over the past 
year or two by switching 
machines to higher value 
paper grades. According to Mr 
Gibson, "the capacity reduc- 
tions have more than matche d 
reductions in usage”. 

However, the balance of 
power in the newsprint mar- 
ket has tilted towards custom- 
ers in recent months. Accord- 
ing to the Canadian Pulp and 
Paper Association, stocks held 
by US publishers grew to 47 
days' supply last November 
from 31 days a year earlier. 

US daily newspapers’ news- 
print consumption was 7-3 per 
cent lower in November than a 
year earlier. Papers have 
introduced a variety of mea- 
sures to conserve paper, such 
as narrower web widths on 
printing presses. 


Electrolux buys control of Brazilian group 


By Christopher Bnwm-Humes 

in Stockholm and Angus 
Foster In S&o Paulo 

Electrolux, the world's leading 
maker of hnmwhnld appliances, 
yesterday gave a further push 
to its expansion drive in 
emerging markets by taking 
control of Refripar, Brazil’s 
second-largest white goods 

manrrfartiirpr . 

The Swedish group is buying 
41 per cent of Refripar from 
Umuarama - a company 
linked with Mr S&gio Prosdo- 
rimo, Refripar president - for 
$50m to build an the 10 per 
cent stake it acquired in the 


company In 1994. It plans to 
make a public offs: tor a fur- 
ther 37 per cent of thegroup at 
a potential additional cost of 
$45m. 

This is one of the largest sin- 
gle investments by Electrolux 
outside its main North Ameri- 
can and west European mar- 
kets and is line with a strategy 
of substantially building up its 
presence in Asia, eastern 
Europe, Latin America and the 
Middle East 

Electrolux believes these 
"new" markets will offer signif- 
icantly Easter growth rates and 

better margins flyip its matur e 

western markets. 


The group is spending about 
$4QQm in China, India, south- 
east Ada, eastern Europe and 
Latin America as part of a 
campaig n to double its sales in 
these markets to more than 
SKrtObn ($3bn) - nearly 20 per- 
cent of turnover - from 
SKriObn. 

Farther acquisitions are 
planned, although the pace of 
prpanginn likely tO Slow in 
1996 from last year’s levels, Mr 
Leif Johansson. Electrolux 
chief exe c uti v e , said yesterday. 
"Our focus will be on Asia and 
eastern Europe," he said. 

Electrolux intends to turn 
Refripar, which had 1995 turn- 


over of about $G00m and is Bra- 
zil's Tn grkRt leader in freezets, 
into its Latin Amoican base 
for white goods production. 

The takeover marks a fur- 
ther consolidation of Brazil's 
white goods market. Bras- 
nyrtor, the market leader, has 
Whirlpool of the US as & main 
shareholder while Continental, 
number time in the market, is 
controlled by Siemens of Ger- 
many. 

Mr Lennart Ribobn, Electro- 
lux vice-president, said: “We 
hope to enhance [Refripar’s] 
product range, 'there -are many 
more products which could be 
added, not just tor Brazil but 


for surrounding export mar- 
ketstoo." 

Mr Prosdocumo, whose fam- 
ily has controlled Refripar 
since soon after its founding in 
1949, said Brazilian companies 
could no longer compete with 
multinationals now Brazil’s 
import barriers had fallen. 
Umuarama wSl retain 12 per 
cent of Refripar. 

rvimmenting on demand in 

Electrolux's main markets, Mr 
Johansson said nothing had 
changed the group’s pessimism 
about prospects since it pres- 
ented its nine-month figures in 
November. Full-year figures 
are due later this month. 


AT&T split-up leads to resurrection of NCR 


By Alan Cans 

Once there was a venerable 
but worthy US computer man- 
ufacturer called NCR, ope of 
thfr BUNCH companies includ- 
ing Burroughs and Univac 
Which fought nnsTif»nfrggfnll y 
with IBM for leadership of the 
global computer industry. 

Yesterday the name and the 
company came back from the 
dead as a consequence of the 


break-up of AT&T, the largest 
US telecommunications com- 
pany. AT&T bought NCR in 
1991 and discarded the original 
namg fast year. 

The new NCR is promising 
to restahliah its credentials in 
a market changed out of recog- 
nition. The change of strategy 
may laad to heavy redundan- 
cies among the 48,000 strong 
workforce in addition to the 
7,000 job cuts already achieved. 


Established more than 100 
years ago as a cash register 
manufacturer, NCR bad reve- 
nues of about $8bn and was 
profitable when AT&T bought 
it in 1991 after a bitter take- 
over battle. 

The telecoms group was anx- 
ious to shore up its own failing 
computer business through the 
acquisition but after initial 
euphoria, the clash of cultures 
became evident Mr Malcolm 


Roberts, managing director of 
NCR in the UK. said: “I would 
not call the experience a night- 
mare, but we all learned a lot" 
The NCR name was aban- 
. doned to be replaced by “AT&T 
Global Information Solutions”: 
most people agreed mare than 
just identity was lost 
Today revenues are less than 
$6bn and the group is trading 
unprofitably. Mr Lars Nybexg, 
chief executive, warned that 


the namg change would be no 
magic elixir: “Our return to 
profitability depends on our 
ability to deliver in the market- 
place,” he said. 

Yesterday's developments 
are the result of AT&T’s deri- 
sion last year to split into 
three publicly traded compa- 
nies: the core telecoms com- 
pany, a manufacturing opera- 
tion iwrfTiding Bell Labs and 
the computer business. 


Bausch sharpens focus for a clearer future 


T hings can only get bet- 
ter at Banach & Lamb, 
Hip US wifllrpr of Optical 
goods. The rfMiwwan and chief 
executive has quit; the Securi- 
ties anH Exchange Commission 
is probing allegations of 
accounting irregularities and a 
profits recovery has stumbled; 
and yesterday the company 
announced a $27m restructur- 
ing charge. 

It would make a change, dis- 
gruntled inves t ors might say, 
far the company’s recent his- 
tory has been a catalogue of 
disappointments. 

A few y ears ago, Bausch & 
Lomb's shareholders were 
enjoying rich rewards thanks 
to rocketing sales of contact 
lenses, its range of lens care 
products, and its classic Ray- 
Ban sunglasses such as the 
Wayfarers and Aviators. 

That started to go wrong in 
1994, when net p ro fi t s tumbled 
from $156 .5m to $l&5m because 
sales of Bausch & Lomb’s con- 
tact lenses and sunglasses 
failed to meet projections. 
Faced with a worldwide glut of 
its products, the company had 
to bear the cost of buying back 
surplus inventories from dis- 
tributors. or cutting prices to 
clear the unwanted goods. 

Later, the US magazine Busi- 
ness Week alleged that tfa glut 
arose because Bausch & Lamb 
foisted large quantities of prod- 
ucts on to its distributors In 
late 1993 to lift its results. 

The magazine claimed the 
distributors were told they 
need only pay for the products 
when they were sold, yet 
Bausch & Lomb booked them 
as sales immediately. The 


move allegedly backfired when 
the distributors proved unable 
to shift the goods. 

Bausch & Lomb acknowl- 
edged that certain items were 
Inappropriately recorded as 
sales, but said it did not 
believe they were material to 
its 1993 results. However, the 
Securities & Exchange Com- 




mission has gincp started an 
investigation into the compa- 
ny's accounting practices. In 
October, Bausch & Lomb’s 
board set up a special commit- 
tee of outside directors to con- 
duct its own inquiry. 

Last year, Bausch & Lomb 
Had hoped to bounce harV from 
these misfortunes. Bat 
although the first three-quar- 
ters of 1995 appeared to mark a 
strong recovey from the previ- 
ous year’s poor results, the 
company warned last month 
that fourth-quarter earnings 
would be only 40 to 50 cents a 
share, far below the 75 cents 
predicted by analysts. 


Mr Daniel GDI, chairman and 
chief executive for the past 13 
years, tried to counter this set- 
back by annrYn wring ’ a three- 
year strategic plan aimed at 
patting the company fadr nn 
track. He also froze his top 
exec utiv es’ pay and asked far 
his own pay to be cat by 10 per 
cent until earnings reached 
“an acceptable level”. 

By this time shareholders 
had had enough. After a 
stormy meeting with institu- 
tional investors last, month, Mr 
GUI succumbed to the inevita- 
ble and offered his resignation. 
The board anointed a potential 
successor by promoting Mr 
William Carpenter, a senior 
executive who had joined only 
nine months earlier, to the 
post of president and chief 
operating officer. 

A ccording to Wall Street 
analysts, the cause of 
Bausch & Lomb’s prob- 
lems lie in its slowness to 

r pflnpiia a important changes in 

its key markets, particularly 

tha t for Rfyfr flnntorf tenant. 

Contact lens wearers prefer 
new Lenses because they are 
more comfortable and give bet- 
ter vision. Recognising tills, 
Johnson & Johnson, Bausch & 
Lomb’s big rival in the busi- 
ness, invested heavily in tech- 
nology that enabled it to pro- 
dace disposable lenses at an 
attractive price, leaving 
Bausch & Lomb trailing with 
an out-dated product 
Meanwhile, Bausch & 
Lamb's lens care solutions suf- 
fered from a combination of 
private label competition and 
the trend to disposable lenses. 


which required less care. And 
the Ray-Ban division was hit 
by a shift in fashion from clas- 
sic sunglasses towards Tiddly- 
changing designs and racier, 
sports-oriented styles such as 
those made by the California- 
based Oakley. 

Bausch & Lomb is now. if 
belatedly, reacting to these 
developments. It has come up 
with its own disposable lens 
called the SoftLens66 and is 
developing ways of mass-prod- 
uring it; it is building a new 
family of sunglass brands 
aimed at .the faster-growing 
portions of the sunglass mar- 
ket; and it is managing its lens 
care business for cashflow and 
moderate growth. 

It is also cutting costs. Yes- 
terday the company annnnnncfl 
it would take a restr u ct u ring 
charge of $75m, or 30 cents a 
share, against fourth quarter 
earnings to cover the cost of 


plant closures and reorganisa- 
tions aimed at restoring the 
lnftBmflkrng mntflrt lenfl busi- 
ness to profit It also said it 
was axeing 35 headquarters 
jobs and selling one of the two 
company jets. 

However. Mr Lawrence 
Keusch. analyst at Goldman 
Sachs, says the biggest concern 
remains the contact lens busi- 
ness, where Johnson & John- 
son is planning to spend close 
to $400m on new manufactur- 
ing capacity in the next three 
to five years. 

Bausrih & Lomb is hoping its 
contact lens business win be 
generating $75m a year in oper- 
ating profits by 1998. “But 
when yon have a competitor 
out there like Johnson & John- 
son,” says Mr Keusch, "you 
have to ask how easy that Is 
going to be." 


Richard To mkins 



October 31 , 1995 


Banco Itau SA 


has acquired interests in 


Banco Frances e Brasilearo S A 


and other selected subsidiaries of 


Credit Lyonnais 


UBS Securities Inc acted as financial advisor 
to Banco Itau in connection with this transaction. 


UBS Securities Inc 


November B. 1995 


Unibanco - Uniao 
de Bancos Brasileiros SA 


has acquired selected assets, liabilities 
and subsidiaries of 


Banco Nadonal SA 


UBS Securities Inc acted as financial advisor 
to Unibanco in connection with this transaction. 


UBS Securities Inc 
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The RrapteSs Construdixi 
Bank of CUoa 
US$70,000,000 Tranche A 
Floating Rate Notes 

due 2000 

US$50,000,000 Tranche B 
Floating Rate Notes 
due 1998 

For the Interest period from 
II January 1996 to IlJufy 
1996 the Notes atR bear 
interest as follows: 
7hmdxAat6J)92I9% 
per annum 
TkrKheBct 399219% 
per annum. 

Interest payable txdoe II July 
1996 wdl be as hOoas . 
Tranche A: 

USS30TJ8 per USSI0.000 Nate 
U5S3J37934 per USSIOW) Note 
Tranche B: 

USS3QZ94 per $10,000 Note 
U5B,029J8ptrUSSWmi*m 
Agent Morgan Guaranty 
Trust Company 

JPMorgan 


Notice of Redemption Proceeds in respect of 
The Mortgage Bank and Financial 
Administration Agency of the 
Kingdom of Denmark 

(fCongertget Damnarfa Hyjxjcefchank og Fmanzfvrvalcnmfj 

Yen 20,000,000,000 
6% Dual Currency Bonds due 1996, Series 139 


NOTICE IS HEREBY GIVEN that; pursuant to Condition 6 (el of the 
Bonds, the Calculation Agenr has determined die Rate to be YnSKHJO 
- U.5. $1 and consequently has determined a Maturity Redemption 
Amount of Yen SlOffMfflOffX) per Yen KJfXXjfXXlffJO Bond. 

Bankers Trust Company Fiscal Agent 

Hth January; 1996 
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COMPANY NEWS: UK 


Sainsbur y chief splits posts to try and halt decline in volumes 

Christmas sales fail to please 


By Neil Buckley 

Differing experiences in the 
retail sector were reflected in 
announcements yesterday by 
three leading companies in the 
market. 

Both Next and Dixons 
reported strong Christmas sea- 
sons whereas J Sainsbury 
shook up senior management 
and redefined its chair man 's 
role in a move designed to halt 
the decline in sales volumes 
and market share. 

Next, the clothing retailer 
and mail order group, said 
strong Christmas trading had 
bellied produce another set of 
good sales figures for the sec- 
ond half of 1995. 

Dixons, the UK’s biggest 
electrical retailer, reported a 41 
per cent increase in interim 
pre-tax profits and strong 
Christinas trading. However it 
saw its shares fall sharply as it 
failed to meet the best City 
forecasts. 

Mr David Sainsbury moved 
to divid his role of group chair- 
man and chief executive of the 
UK's biggest grocery retailer 
but created two chief execu- 
tives to head different sides of 
the business. 

The move failed to satisfy 
institutions and analysts who 
had called for a clearer split 
and the appointment of a sin- 
gle group chief executive. That, 
coupled with confusion over a 
statement from Sainsbury 
which did not folly explain the 
changes, caused the shares to 
slip lp to 388p. 


At Next total sales in the 
high street retail division from 
July 30 to December 30 rose 13 
per cent, from selling space 
which increased -L5 per cent 
Sales in Next Directory, the 
mail order business, were up 17 
per cent 

However the shares fell 16p 
to 437p, as it failed to match 
the City’s most optimistic fore- 
casts of a double-digit like-for- 
fike sales increase in the retail 
division. 

Mr David Jones, chief execu- 
tive, said the performance of 
all Next’s businesses - wom- 
en’s wear, men's wear, chil- 
dren's wear and home furnish- 
ings - had been equally 
encouraging. 

But he warned that consum- 
ers remained hi g hl y cautious 
and selective. “People are not 
eager spenders. But they look 
around and they buy value and 
they buy quality", he said. 
Next's two-week post-Chris t- 
roas sale had gone well, and 
the spring and s ummer ranges 
were already being introduced 
into stores. 

Dixons reported profits for 
the 28 weeks to November II 
up from £26.©m to £37. 5m 
f$58m), while sales for the first 
eight weeks of the second half , 
including Christmas, increased 
23 per cent in total and 10 per 
cent on a like-for-like basis, 
excluding new stores. 

The shares, which, in com- 
mon with many large retailers, 
have performed strongly in 
recent weeks, fell 1454p to 
409Vip. 



Ashlar PcAwaad 

John Clare, right, and Robert Shrager, Dixons’ finance director 


Analysts said reports of 
strong Christmas trading had 
pushed expectations for retail- 
ers’ trading statements too 
high. 

“There's no way you could 
make a negative comment 
about any thing Dixons said 
today,” said Mr Tony Shiret, 
retailing analyst at BZW. 

Group turnover increased 15 
per cent from £745.7m to 
£855.7 ql 

Sales in Dixons, the high 
street chain which is being 
focused on “personal" and 
“portable" electronics such as 
cameras, personal hi-fi and 


mobile phones and laptop PCs 
grew li per cent in total to 
£262m. Like-for-like sales rose 9 
per cent.- compared with a 
decline of 2 per cent in the 
comparable period. 

Mr John Clare, group chief 
executive, said Dixons had ben- 
efited from the change of focus, 
and from store refurbishment. 

In Currys, the out-of-town 
superstore division which is 
focused on larger brown and 
white goods, total sales 
increased 15 per cent to £464m. 
Like-for-like sales were up 10 
per cent, the best performance 
for some years. 


DIGEST 

CRH spends I£38m 
in US and Europe 

CRH. the building materials group and one of the Republic of 
Ireland’s largest companies, has announced a package of 
acquisitions and investments worth I£38m (560m). 

It is spending I£14m in the US to expand manufacture of 
masonry products at its Arizona and Indiana plants, to build a 
new concrete pipe plant in North Carolina and install a glass 
l amin ating line at its Tampa architectural glass plant in 
Florida. 

CRH is also investing I£12.4m in mainland Europe. This 
includes a l£5SSm purchase, including debt of Grillo 
Bausysteme, a German rooftight manufacturer, CRH has also 
bought Vebofoam, a Belgian manufacturer of extruded 
polystyrene insulation in a deal worth I£5J3m. 

Keyline, the company's UK builders’ merchants subsidiary 
also announced the purchase of a further 23 branches for a 
total cost of ttll.6m. This increases the size of Keyline’s 
branch network to 100. Andrew Taylor, 

Tarmac/Wimpey nearer swap 

Tarmac and George Wimpey are an the verge af signing 
contracts to swap their housebuilding, quarrying and 
contracting businesses, allowing the biggest shake-up this 
century of the UK construction industry to proceed. 

Due diligence studies have almost been completed by both 
groups, with only one or two marginal issues to be resolved, 
none of which would prevent an asset exchange proceeding. 

Contracts could be signed as early as next week. A circular 
would then be sent to shareholders detailing terms of the 
transfer. Andrew Taylor 

Serna drops Cisi buy 

The planned purchase of Cisi, the French systems integration 
ami outsourcing company, by Anglo-French computing group 
Sema has been abandoned after unions representing Cisi 
employees rejected the sale. The deal was thought to have 
been worth about £60m. 

In a brief statement issued yesterday, Sema said that 
negotiations between the two companies had been terminated 
"at least for the time being”. Sema announced the deal in 
mid-October. „ . , . . . 

The failure of the talks is a blow to Sema, which had 
intended the purchase of Cisi - the computer services arm of 
the Commissariat a L’Energie Atomique, t he Fre nch 
government agency - to strengthen its interests in the defence 
and space technology sectors. Patrick Haroerscm 

Aon buys insurance portfolio 

\A Commercial Insurance Brokers has sold its insurance 
portfolio to Aon. the US-based broking group, for an 

undisclosed amount. . . 

The operation is estimated to have turnover of about 
£750.000 and is likely to have been sold for about Elm. Mr 
Mark Wood i^ianag in g director of AA Insurance, said be was 
anxious to concentrate on its “core" business as a personal 
lines intermediary. Ralph Atkms 


Vibroplant sells 
US offshoot to 
Primeco for $69m 


By Peter Pearse 

Shares in Vibroplant climbed 
7p to 81p yesterday as the 
plant hire group announced it 
was to sell American BD-Lift, 
its US operations, to Primeco 
for $6&&n, including debt 

hi the interim results to Sep- 
tember 30, pre-tax profits of the 
US side increased sharply to 
£2.3Xm (£784,000). compensa- 
ting for the downturn to 
£1.37m (£2.43m) from UK 
operations and enabling the 
group to report a 14 per cent 
pre-tax profits rise to £3.68m. . 

However, Mr Jeremy Pfflring- 
ton, chairman, said that Vlbro- 
plant’s three-to-five-year aim 
was to achieve leadership in its 
markets in the UK: that put 
the sale on the cards. 

He added that the selling 
price was a high one because 
the business was performing 
well, having benefited from 


£29m of capital expenditure in 
the 18 months to September 30. 
American Hi-Llft hires and 
sells aerial lift equipment and 
is mainly represented in Texas, 
California. Florida and Geor- 
gia. 

The selling price of $46.5m 
consists of a pre-sale dividend 
of Siam, a management charge 
of $1.7m and $29.8m cash. Debt 
at November 30 was $22. 3m. 

The consideration will wipe 
out Vibroplant’s borrowings 
(excluding finance lease debt) 
and will leave the group with 
£2Qm of cash, before any tax is 
payable on the sale. Mr Filk- 
ington, whose family controls 
some 51 per cent of group 
equity, said the money would 
help the UK operations grow 
organically and by acquisition. 
He thought the UK plant hire 
market was “tough and getting 
tougher, with volumes down 
and prices off". 


Float discussions 
stepped up by FI 


By Paid Taylor 

FI Group, the private computer 
services group, is stepping up 
consultations with its 1,600- 
strong workforce about a possi- 
ble flotation. 

The group, which also 
announced a 38 per cent 
Increase in first half pre-tax 
profits to £2.09m ($3 .2m) has 
appointed UBS in addition to 
Granville, its existing mer- 
chant hank, as financial advis- 
ers and has launched a nation- 
wide roadshow to explain the 
advantages and disadvantages 
of flotation. 

About 80 per cent of the com- 
pany's employees are share- 
holders, controlling 54 per cent 


of the equity. 

No timetable has been set, 
although prospects for an early 
move may have been enhanced 
by the positive market recep- 
tion to the CMG flotation last 
month, and the latest results. 

Turnover for the group, 
which provides a range of “out- 
sourced" IT services and train- 
ing, rose 32 per cent to £37. 4m 
in the six months to October 
31, while operating profits 
increased 38 per cent to 
£L97m. 

Ms Hilary Cropper, chief 
executive, said 1995 had been a 
year of high growth with 14 
large customers added in the 
second half and a particularly 
strong order intake. 


£6.5bn vintage year for IT deals 


By Alan Cane 

1995 was a vintage year for 
mergers and acquisitions in 
the information technology 
business, with record numbers 
of transactions in Europe and 

the UK. M&A experts believe 

1996 will prove at least as good 
as the drive towards globalisa- 
tion in the industry continues. 

According to Regent Associ- 


ates, which specialises in IT 
acquisitions and alliances, 
some 348 acquisitions were 
announced in 1995, a 23 per 
cent increase over the previous 
year. 

The deals were worth a com- 
bined £6.5bn, 49 per cent ahead 
of 1994. 

Mr Peter Rowell, Regent 
Associates' managing director, 
said the communications mar- 
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ket was especially active. 

“US companies in particular 
are ensuring that they have 
access to the latest ISDN (high 
transmission capacity) and 

Internet products, and are pre- 
pared to pay premium prices 
fear companies which own lead- 
ing edge technologies," be said. 

The largest deals were Cable 
and Wireless's purchase of 45 
per cent of Vebacom of Ger- 
many far £852m, and the £679m 
purchase of SBC Cablecoroms 
by TeleWest, the UK-based 
cable operator. 

Regent said the software and 
services sector was busiest, 
with almost half the deals, but 
the communications sector 
showed the greatest growth. 

The period was also notable 
for substantial rationalisation 
in the electronic systems and 
components distribution sec- 
tor. “Suppliers are recognising 
the importance of economies of 
scale in countering the effects 
of reducing prices," said Mr 
Rowell. “The newly floated 
Datrontech was one of the 
most active acquirers, with 
five transactions in four coun- 
tries consolidating its position 


as a leader in memory distribu- 
tion.” If the first week of the 
new year was an indicator, 
M&A activity would be stron- 
ger than in 1995, he added. 

Merger activity in Europe 
was now several times greater, 
according to Broadview Associ- 
ates, the US-based M&A spe- 
cialist. 

It said that smaller European 
firms were looking for interna- 
tional partners to deliver the 
capital and resources not 
readily available through flota- 
tion or venture capital “For 
many large international com- 
panies, acquiring successful 
European firms brings needed 
specialist skills and proven 
technologies." 

A result has been a continu- 
ing decline in the number of 
top European-owned IT compa- 
nies. In 1988, 10 of Europe's top 
30 software houses were sub- 
sidiaries of US firms; by 1994 
the number had almost dou- 
bled to 19. 

According to the publication 
System House, there is now no 
wholly owned UK software and 
services company among 
Europe’s top 25. 


Granada and 
Forte on final 
leg of bid race 


By David Blackwell and 
Scheherazade Danashkhu 

The takeover battle between 
Granada Group and Forte, the 
UK's largest hotels company, 
intensified yesterday as the 
two groups set out on the final 
1% of the race to win investor 
support 

Granada, the TV, leisure and 
catering group which has 
raised its hostile bid to £3.7Sbn. 
called on Forte to clarify the 
“muddled thinking” in its 
defence, particularly over divi- 
dends. The hotels group 
accused Granada of abandon- 
ing its “previous so-called 
strategy" and becoming a 
forced seller of assets. 

Meanwhile, institutional 
shareholders in London and 
Scotland were preparing tough 
questions for both sides. 

Some were incensed by 
Granada's promise of a £50m 
payment to buy out the voting 
control of the Council of 
Forte. 

One institution described the 
figure as “considerably out of 
court”. Another said that the 
sum, coming out of sharehold- 


ers' pockets, suggested that 
Forte shares had been worth 
5p less than previously 
believed. 

Several institutions said that 
if Forte retained its indepen- 
dence and then sought to buy 
the council's voting rights, 
they would not support the 
offer of a gfiniiar sum. 

Granada shares rose 16p to 
653p yesterday, with large pur- 
chases by several institutions, 
including Mercury Asset Man- 
agement. MAM, which also 
bought Forte shares yesterday, 
could play a pivotal rale in the 
outcome as it holds 14 per cent 
of Forte and 145 per cent of 
Granada. 

Forte shares were up 9p to 
360p - dose to Granada's cash 
alternative of 362p. 

Granada attacked Forte's 
dividend promises, suggesting 
that in order to match Gran- 
ada’s dividend cover of 3.5 
times. Forte’s pre-tax profits 
would have to be £287m - an 
increase of 147 per cent. In its 
defence document Forte said it 
wonld pay a dividend for this 
year of 85p on forecast pre-tax 
profits of ElSQm. 


LEX COMMENT 

Life assurance 


Lite Assurance 

RatotHre to the AB-Share 
{FT-SE-A Indices) 

130 — 


The Personal Investment 
Authority's initiative to sim- 
plify the way investment 
products have to be sold is 
good news. One year alter 
the introduction of the new 
disclosure rules, it is clear 
that the process is ludi- 
crously complicated. It can 
take a life assurance sales 
agent three hours to fill in 30 
pages of questionnaire, irre- 
spective of whether the cus- 
tomer wants a fundam ental 
review of his finances or just 
to put some money into a 
unit trust. Part of that is due 
to the belt-and-braces 
approach of life assurers fol- 
lowing the scandal over pensions mis-selling. But it is also the 
result of a plethora of new rules imposed in the name of 
investor protection. The PIA now intends to cut back much of 
that regulation by reducing lengthy forms to a checklist of 
minimum requirements, which could vary depending on the 
complexity of the product; by rewriting its ruleboak so it is 
less prescriptive; and by using new technology to simplify the 
way it monitors members. 

The regulator's aim is to make it easier for consumers to 
buy the right products. But the spin-offs for the life assurers 
should be considerable. 

Complying with the disclosure rules costs the Industry 
roughly £200m a year at present A more efficient sales process 
would boost productivity. And there is anecdotal evidence that 
business is being lost, because individuals who find the whole 
experience too complicated leave their money in the bank. The 
PlA's move should underpin the sector’s recent outperform- 
ance. 



Borjesson 
will step in 
at Rexam 


A new chief executive and 
non-executive chairman were 
announced yesterday by 
Rexam, ending speculation 
over the two top jobs at the 
paper and packaging group, 
writes Christopher Price. 

Mr Jeremy Lancaster, 59, 
who steps down from the 
board of Wolseley, the build- 
ing materials group, in July, 
will become chairman of 
Rexam on the retirement of 
Mr Mike Woodhouse at the 
annual meeting in May. 

Rexam, which has issued 
two profits warnings in four 
months, also named Mr Rolf 
Bfirjesson as chief executive. 
Mr Bdrjesson, 53, has been the 
chief executive of PLM. the 
Swedish packaging group, 
since 1987. He replaces Mr 
David Lyon, who Is retiring In 
June, but will continue as a 
non-executive director. 


RESULTS 


Kingfisher to pay £59.3m 
for 20% holding in BUT 


By Peggy HoJfinger 

Kingfisher, the high street 
retailer, is to expand in France 
through a £59-3m deal to buy a 
20 per cent stake in BUT, a 
furniture and electrical goods 
retailer. 

Mr Geoff Mnlcahy, chief 
executive, said the deal was a 
“real opportunity, and a sensi- 
ble way to build on the success 
of Darty [ France's leading 
electrical goods company 
which is a Kingfisher subsid- 
iary]". It is understood Darty 


had been seeking a stake in 
family-owned BUT for some 
time. 

Shares in Kingfisher fell lBp 
to close at 544p. The fall was 
initially sparked by fears over 
the group’s trading statement, 
dne next week, after a disap- 
pointing profits increase yes- 
terday from rival Dixons, the 
electricals group. 

However, some analysts also 
suggested that the deal to take 
a stake in BUT, which has 232 
mixed format stores, had left 
Kingfisher vulnerable to criti- 


cisms of overpaying. 

Kingfisher has the right to 
take control after two years at 
a price to be determined. 

“It looks like they are paying 
a very full price, for what is a 
very good business,” said one 
analyst “But it Is difficult to 
justify in terms of return on 
capital." 

The two companies are very 
different retailers, with BUT 
heavily driv en by promotions. 

Last year, BUT made profits 
of £23£m on sales of ELlbn, 
including foes from franchises. 


Whitbread trading on target 


Both sales and profits of Whitbread for the 
Christmas period were in line with expectations 
and ahead of last year, although market condi- 
tions were variable, said Mr Peter Jarvis, chief 


executive. Outlets In the high street and on 
retail parks performed most strongly. 

He said the beer side achieved sales volumes 
significantly ahead of last year. 
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ASAH1 BREWERIES, LTD. 

Onecip«aWtafcpNiwW tested MOO) 

¥30,000,000,000 
Floating Rate Notes 
1996 

In accordance urith the 
Terms and Conditions of the 
Notes, notice is hereby given 
that tin rate of interesf far the 
period 18th July. 1995 to 18th 
January, 1996 has been fared n 
225 per cent per annum and 
that the revised coupon amotnt 
payable on the 18th January, 
1996 be ¥11 3596 per note of 
¥10.000000. 




THE SUMITOMO BANK. 
LOOTED 
(Agent Ban t) 


The Financial Times 
plans to publish a 
Survey on 

European 

Postal 

Services 

on Thursday, 
February 8. 


If you would like to reach 
readers in 160 countries 
worldwide with an 
advertisement, contact 
Khsty Saunders 
Tel: 0171 873 4823 
Fax: 0171 873 3204 
Polly Attwood 
Tel: 0171 873 4685 
Far. 0171 873 3082 


This cuaiomcemem appears as a matter of record only 


November 1995 



has acquired a 79 per cent, interest in 



awa 


a company incorporated in the Republic of Poland 


The undersigned acted as 
financial advisers to Tesco Pic 


ABSIV 


ABSA London 

Amalgamated Banks of South Africa Limited Group 


Company Assistance Limited, Warsaw 

affiliated with the EPIC Groop 


EPIC 


European Privatisation and Invastmant Corporatloi 


Issued by ABSA Bank LuL, regulated by the Securities mi Futuna Authority 
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TECHNOLOGY 


Electric 
cars get 
a plug 

F ord and Chrysler are col- 
laborating on a common 
charging system for the 
electric cars expected to take to 
California's roads later this 
decade. The aim is to avoid the 
emergence of competing charg- 
ing systems which would make 
it more difficult for electricity 
utilities to install a viable 
recharging infrastructure. 

“The goal is to avoid the YHS 
versus Beta problems we saw 
with early video tape technol- 
ogy,” according to John Wal- 
lace, director of Ford's electric 
vehicle programme. A key fea- 
ture of the company's charging 
system is a connecting plug 
designed to be safe in all 
weather conditions. 

It was designed and developed 
by SCI Systems, the ES electron- 
ics contract manufacturer, to 
outline specifications agreed 
jointly between Ford, Chrysler, 
five other car makers, electricity 
utilities and the California Air 
Resources Board, which is in 
control of the state's clean air 
legislation. General Motors has 
developed a separate system 
through a subsidiary. Hughes. 

It is intended that the group's 
equipment will serve as the 
basis for legislative standards to 
be drawn up by the US’s Society 
of Automotive Engineers and to 
be proposed for international 
standards development. 

The working council is press- 
ing ahead with the development 
of a charging infrastructure 
despite the air resources board 
recently backtracking on legisla- 
tion which would have required 
2 per cent of a carmakers' sales 
in California to be of “zero emis- 
sions vehicles" (ZEVs) starting 
in 1998. 

Meanwhile. Ford is advancing 
its overall design and develop- 
ment capabilities through a new 
technology relationship with 
Structural Dynamics Research 
Corporation of the US. 

SDRC is supplying Ford with 
its latest computer-aided design, 
manufacturing and engineering 
software, services and process- 
ing to enable Ford to integrate ' 
its design automation under its 
so-called “C3P” programme. 

John Griffiths i 
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Phase of drug development f ' 

Research Time from first pharmacologic testing to few human testing | 
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T esting 
times 

Drugs companies are being forced 
to become more efficient at drug 
trials, says Daniel Green 


D rug testing can make or 
break a pharmaceuticals 
company. UK company 
Boots, for example, sold 
its drugs business in 1994 after the 
failure in the final stages of testing 
for its heart drug Manoplax. 

US biotechnology company Syner- 
?en collapsed In the same year 
when its septic shock drug failed at 
a simjlar stage. Other biotech com- 
panies have succumbed to similar 
fates. 

At the same time, the people good 
at running clinical trials can make 
fortunes for their employers. Every 
drug that reaches the top 100 best- 
sellers can count on eventual reve- 
nues of Sim (£600,0001 a day. Since 
the lifespan of a drug is limi ted to 
20 years of patent protection, each 
day cut from testing creates an 
extra day of patent protected sales. 
An extra week means a lot of extra 
revenue. 

According to the industry-spon- 
sored UK Centre for Medicines 
Research, it takes ll‘i years for a 
typical drug to pass through basic 
research, clinical testing and regu- 
latory approval. The time needed 
for basic research may cow be get- 
ting shorter, thanks to a better 
understanding of the structure and 
functions of drug molecules. 

At the same time, regulators are 
working more quickly, partly under 
pressure from patient lobby groups 
and partly as a result of computer 
analysis of drugs trial results. 

The net effect, according to Bos- 
ton Consulting Group, the manage- 
ment consultancy, has been to 
increase the proportion of pre-prod- 
uct launch time taken up by clinical 
trials from 46 per cent in the 1970s 
to 55 per cent in the early 1990s. 

Stuart Walker, director of the 
Centre for Medicines Research, says 
that drugs companies have woken 
up to the problem. “The aim for the 
main companies is to cut the time a 
drug spends in clinical trials from 
almost seven years to five he says. 

Yet clinical trials managers face 
increasing pressures to lengthen, 
not shorten, trials. 

• Regulators demand ever more 
rigorous tests with more people and 
greater statistical reliability. 
According to Peter Farrow, senior 
director of European clinical devel- 
opment for US drugs company 
Pfizer, “the average amount of data 
included in the submission to regu- 
lators is up four-fold over the past 
decade”. 

• Pharmaceutical marketing 
departments want extra informa- 
tion about a drug’s performance. If 
economic data show that a new 
drug can cut costs elsewhere in 
healthcare - perhaps in allowing a 
hospitalised patient to go home 
sooner - they can charge a higher 
price. They also want quality of life 
data. For an arthritis drug to be put 
on a hospital's list of first choice 
drugs, it is not enough that a 


patient has less pain and more 
mobility. Hie drug’s effect must be 
measured on scales that cover 
everything Cram psychological 
well-being to whether the patient 
can carry shopping home. 

• Senior management wants to 
move into untapped markets with 
drugs for conditions that are poorly 
treated. But many of these “new” 
diseases act slowly. Jorg Reinhardt, 
senior vice-president of interna- 
tional development at Swiss drugs 
company Ciba, says it can take two- 
and-a-half years to conduct a single 
large-scale trial on a disease such as. 
Alzheimer's. 

Fortunately for the industry, 
there is plenty of room for improve- 


ment, says one senior pharmaceuti- 
cal industry watcher. “They [drugs 
companies] have been inefficient in 
the past because they have been too 
successful. They have been able to 
make money without trying to 
become more efficient" 

At the core of the effort to 
improve is information technology. 
Reinhardt says a typical large drugs 
company spends £20m-£50m on 
information technology in capital 
costs alone. 

The aim is to allow dam to be 
collected electronically at the hospi- 
tal. The data can then be transt 
ferred to a central location and ana- 
lysed rapidly. The period between 
the end of a trial and the comple- 


Worth Watching ■ Vanessa Houlder 


tion of statistical analysis can be 
cut from months to weeks. Rein- 
hardt says the total time consumed 
by trials’could eventually be cut by 
20 per cent or 30 per cent. 

In addition, fewer different trials 
are being conducted. National regu- 
lators are increasingly willing to 
accept results from trials held in 
foreign countries. Companies have 
found it cheaper to conduct all tri- 
als to the same standards, even if 
thfc means using higher standards 
than might be necessary in some 
markets. 

The increasing importance of clin- 
ical trials has triggered the emer- 
gence of a new industry, contract 
research organisations (CROs), 
which specialise in r unning trials. 

CRO sales are rising at 15 per 
cent a year, according to Boston 
Consulting Group. This year's reve- 
nues in the US alone will be $l.Sbn. 
CROs are no cheaper than in-house 
drug development, says Farrow. But 
they are faster because the drug 
company does not need to recruit 
staff to run the trials. 

To move beyond the changes that 
are already under way, both 
in-house drug developers and CROs 
are beginning to pick apart the com- 
ponents of clinical trials. Some 
changes are simply adopted from 
other industries. Walker says 
benchmarking - in which several 
companies' methods are compared 
to try to identify best practice - has 
caught on in the drugs industry as 
never before. 

Elsewhere, the very basics of trial 
design are being questioned. Geoff- 
rey Tucker, from the Department of 
Medicine and Pharmacology at 
Sheffield University in the UK. last 
year questioned the standard prac- 
tice of recording the responses of 
patients to one size of dose. A range 
of doses, to try to take account of 
differences in the metabolism 
between individuals, might be more 
difficult medically and statistically, 
but it could be more economical 
That still leaves the question of 
whether to bother researching 
drugs in disease such as Alzheim- 
er’s. where testing can take much 
longer than with, say, antibiotics. 

Increasingly, companies are tak- 
ing the more difficult option, 
largely because areas that are easy 
to test are already crowded. Compa- 
nies that do so ensure their portfo- 
lio of drugs in development is bal- 
anced by research where testing is 
quick, such as in cancer or vac- 
cines. 

The feeling in the pharmaceuti- 
cals industry is that the work on 
improving the efficiency of drug 
testing has only just begun. Infor- 
mation technology will continue to 
spread. Contracting out to CROs 
will gain further in popularity. The 
push into new diseases will j-eflou;. 
ble the emphasis an benchmarking. 
The reward for success is Jim a 
day. 



Plants using sulphur 
to fight fungus 


Gardeners have long used sulphur 
on plants to curb fungal 
infections. Now scientists have 
discovered a mechanism by which 
a plant naturally accumulates 
sulphur to protect Itself from 
disease. 

When scientists from the 
Universities of Bath and Bristol 
in the UK investigated 
disease-resistant strains of cocoa, 
they found that sulphur was 
concentrated in tissues, such as 
the vascular system, likely to 
come into contact with pathogens 
from the roots. Cocoa is highly 
vulnerable to fungal infections, 
with a quarter of the world's 
production of cocoa lost to disease 
every year. 

This is the first time that 
inorganic elements have been 
directly implicated in disease 
resistance, other than by 
strengthening plant cell walls, 
according to a report on the work 
in today's Nature. 

University of Bath: UK tel 
(0)1225 S26S2& fax (0)1225 826449. 


Caught by Ibn 
images a second 

German scientists have developed 
an ultra high-speed camera 
capable of recording lbn images 
per second. 

PCO Computer Optics, a 
Kehlheim-based company, and the 
Fraunhofer Institute for Material 
Physics and Thin Film 
Technology have designed the 
camera for studying extremely 
fast events snch as ignition and 
combustion. 

Although modern video 
cameras can record thousands of 
Images per second, they are not 
fast enough to capture the exact 
sequence of rapid events, such as 
dispersion of carbon monoxide 
through an engine. 

The high-speed camera uses 
four charged coupled device 
recording chips - the 


photo-electric circuitry which 
transforms light Into electronic 
data - instead of the usual one. It 
also uses a long-range microscope 
as a lens, which allows details as 
small as a few hundredths of a 
millimetre to be seen from a 
distance or lm. 

Fraunhofer Institute far Material 
Physics and Thin Film 
Technology: Germany, tel 
3514636104: /OX 3514659546. 


Mould may plague 
“sick” buildings 

Exact causes of “sick building 
syndrome”, an ailment which 
tends to occur in sealed, 
air-conditioned offices, have 
proved difficult to pin down. 

The complex nature or the 
problem has been underlined hi 
work by the Georgia Institute of 
Technology which suggests that 
building materials are sometimes 
wrongly held to blame. 

The syndrome, which causes 
irritated eyes, fatigue and itchy 
skin, is often associated with 
volatile organic compounds such 
as hexane, methylene chloride, 
benzene and acetone. These are 
usually assumed to be emitted 
from building materials, paints 
and cleaning supplies. 

Bat the Georgia Institute of 
Technology- found that the 
metabolic gases emitted from 
moulds and fungi growing inside 
buildings may be a significant 
source of these airborne volatile 
organic compounds. 

Many of the volatile compounds 
produced by the cultured fungi 
were identical to those 
originating from solvent-based 
building materials and cleaning 
supplies. 

Georgia Institute of Technology: 
US, tel 404 3943444; fax 404 8946983. 


Program hits the 
right note on paper 

A computer program that turns 
musical performances into 
printed sheet music could speed 
up the production of scores by 
composers, arrangers and 
publishers. 

Sibelius Software, based in 
Cambridge in the UK, has already 
written programs which could 
write a score if the music was 
played in a precise fashion, one 
note at a time. Hie new program 
can distinguish between lengths 
of notes and variations in a 
performer's rhythm and speed. 

Sibelius Software: UK, tel (0)1223 
302765; fax (0)1223 351947. 



When business comes 
to Turkey, 

banking comes to Iktisat. 


In a global economy, the demands of foreign trade 
finance require a reliable partner. A partner with the 
competence, experience and imagination to find the 
right solution for your opportunity. 

As Turkey's full service merchant banking group, 
iktisat has the resources, professional organization 
and technology to make fast, informed decisions to 
meet your trade finance needs. 

And people with the commitment to building 
relationships that lead to success. 

Find out whv iktisat is the choice in Turkey for more 
than 1,500 correspondent banks around the world. 


UCT1SAT 

BANCASI 

Trade Finance Since 1927 



Please call Mrs. Nebahat Timur Tokgo-/. A.G.M. Inii-maiinii.il Banking 
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COMMODITIES AMP AGRICULTURE 


MMC milk market investigation called for 

By Deborah Hargreaves 

Northern Foods, one of the 
UK s largest dairy groups, yes- 
terday called for a fall investi- 
gation by the Monopolies and 
Mergers Commission into the 

supply of milk in England ' p nri 
Wales following flip abolition 
of the government's statutory 
purchasing body in 1994. 

The company said that Milk 
Marque, the volantary farmers' 
co-operative that succeeded the 
Milk Marketing Board “has 
abused its monopoly position 
to increase raw milk prices 
without any regard to market 


Indian tea import debate still on the boil 

Planters are resisting plans to release more quality leaf for export, writes Kunal Bose 


forces". The Office of Fair 
Trading is reviewing the milk 
market and will soon decide 
whether to refer the industry 
to the MMC. 

Dahy companies have been 
very critical of Milk Marque's 
sales system as it resulted in 
price increases that cut into 
t he ir profits. Many companies 
say they have been farced to 
dose dairies and cot jobs. 

Mr Neil. Davidson, group 
executive of Northern Foods 
and president of the Dairy 
Industry Federation, said yes- 
terday: “Our major complaint 
as processors is not that prices 


are too high perse, but that the 
selling system Milk Marque 
has imposed on the industry 
allows it unilaterally to set the 
price of our raw material.'’ 

He told a select committee of 
MPs that prices had not been 
artificially low under the old 
selling system even though UK 
prices were among the lowest 
in the European Union. “The 
acid test is farm incomes and 
the UK was consistently at the 
top of the dairy farm league 
beaten only by Holland.” 

Dairy company officials also 
criticised MUk Marque fur pay- 
ing its farmers to produce 


mare butterfat when consum- 
ers favour low fat products. Mr 
Davidson said the wink hoard 
had been totally unresponsive 
to changes in consumer 
demands and farmers were get- 
ting the wrong signals over 
what to produce. 

“Dairy companies have to 
get rid of this dollop of fat and 
will find the most profitable 
market for it." said Mr David- 
son. That market h?d been in 
supplying butter to Russia 
over the past year, he said. 

Mr Andrew Dare, chief exec- 
utive of Milk Marque, later 
countered that this was not the 


case. He said the milk board 
and now Milk Marque had 
changed its payments to farm- 
ers in favour of protein content 
rather than fat. 

Mr Dare said the dairy Indus- 
try's complaints about Milk 
Marque's selling system were 
"disgraceful". Milk Marque 
was faced to introduce a bid- 
ding system in the first place 
by the OFT because it controls 
more than 25 per cent of sup- 
ply. “Nothing would give me 
more pleasure than to negoti- 
ate individually in the way the 
dairy companies want,” he 
said. 


T he debate about 
whether India, the 
world's largest pro- 
ducer, should allow the import 
of tea refuses to die down. A 
core committee const i t u ted by 
the Tea Board to recommend 
measures for raising India's 
share of global tea trade to 25 
per cent by the year 2000 
favoured the import of plain 
tea. so as to release a larger 
quantity of quality Indian tea 
for sale abroad. 

But following the leaking of 
the committee’s report the 
Indian associations of tea pro- 
ducers announced that their 
representatives had “dissoci- 
ated themselves from the com- 
mittee since the report does 
not reflect their point of view. 
The free import of tea will not 
be in the interest of the local 
industry". 

The reaction of the industry 
to the import suggestion was 
so strong that the Tea Board 
had to issue a clarification that 
there would be no tinkering 
with the existing policy of 
restricting the import of tea to 
the export processing zones or 
by the wholly export-oriented 
blenders for the purpose of re- 
export with a minimum value 
addition of 45 per cent 
Moreover, the board has con- 
stituted a three member com- 
mittee consisting of Mr S.S. 
Ahuja. the board's chairman. 


Mr RE. Krishna Kumar, man- 
aging director of Tata Tea. 
India's largest plantation 
group, and Mr Harisb Parikh, 
former chairman of tea broker 
J. Thomas, to “redraft the 


export strategy paper”. 

According to Mr SJL Rhadn, 
chairman of the Consultative 
Committee of Plantation Asso- 
ciations, “the report of the 
committee is flawed «nw the 
thesis on free tea import has 
been built on the setback in 
Indian tea production and 
export last year and also in the 
current year. The shortfall in 
production in two consecutive 
years is attributable to adverse 
weather condition and the 
emphasis on making quality 
tea. The disintegration of the 
Soviet Union, which used to 
buy over 100m kg of tea from 
India, has been responsible for 
the fall in export However, 
India fa s ailing a lot more tea 
to the Commonwealth of Inde- 
pendent States in the current 
year than in 1994". 

Whatever the reaction of the 
tea producers to the core com- 
mittee’s repot domestic con- 
sumption will take up nearly 
600m kg of the current year’s 


production of 730m to 735m kg. 
Taking into account the open- 
ing stock of about 20m kg, that 
will leave no more than iB5m 


And there will be no carry-over 
into the next season. 

The committee has assumed 
that Indian tea production will 
not be growing fast enou gh to 
allow the country to export 
300m kg in 2000 after taking 
care of a domestic demand, 
which is increasing at an 
annual rate of 3 per cent For 
all practical purposes , the 
industry hag given up phasing 
the century-end production tar- 
get of 1.000m kg. 

The CCPA is in agreement 
with the committee’s observa- 
tion that the increase in tea 
production has come about 
largely from the improvement 
in productivity. “We could 
have dune much better on the 
production front had we been 
given the land that the CCPA 
has identified in each produc- 
ing state for growing tea," said 
Mr Bhasin. 

According to one estimate, 
an additional 50,000 hectares of 
land, mostly in the vicinity of 


kg available for export, com- 
pared with last year's 148.64m. 


‘The free import of tea will not be in 
the interest of the local industry’ 


the existing tea estates, could 
be brought under tea 
cultivation. The total area 
under tea now is over 425,000 
hectares. 

According to Mr Krishna 
Komar, “more important than 
chasing volume, our export 
effort should be focussed on 
higher unit price realisation by 
way of pushing as much tea as 
possible in value added form. It 
is time the world’s largest tea 
producer had developed a few 
globally known brands. The 
important thing is how much 
foreign exchange we earn from 
tea export and not the volume 
of export. The planned launch 
of ‘India Blend’ by a consor- 
tium of producers with support 
from Tea Board in Russia and 
other CIS constituents is a 
move in the direction of pro- 
moting India's own brands of 
tea." 

The Tea Board has also 
accepted the suggestion of the 
producer-exporters that there 
should be “geospedfic export- 
ers' groups” to promote the 
sale of bulk tea as well as 
value added and branded tea in 
each important market. The 
markets that will get special 
attention are the CIS, western 
Europe and western Asia. 

"Import of tea will lead to a 
fall in domestic tea prices, par- 
ticularly of the plain and infe- 
rior varieties," Mr Bhasin said. 


“This will spell disaster for the 
cttmU gardens and producers of 
plain tea. We don’t think there 
could be an increase in In dian 
tea production if the govern- 
ment allows import" 

However, the c ommi ttee has 
said in its report that "once the 
production base is established 
in line with our requirements 
and our prices are at interna- 
tional levels, we would become 
more selective and regularise 
our import of tea". 

The biggest flaw in the 
report according to Mr Bhasin. 
was that it had not taken into 
account the growing Indian 
preference for quality tea. for 
which consumers were ready 
to pay premium prices. 

While India continues to pur- 
sue a highly restrictive tea 
import policy, it allows the 
im p ort of other pfisantfai items 
like edible oils, fertilisers and 
sugar to supplement domestic 
supply. “It will be wrong to 
bracket tea with any other 
commodity since tea has never 
been in short supply in the 
country. Moreover, we grow all 

kindo of tea tO Tnalrn any kind 

of blend," said Mr Bhasin. 
Many, however, think that the 
acceptability of Indian blends 
in most markets will improve 
if they have better “liquoring 
properties” They say the prob- 
lem can be overcome by 
importing tea from Kenya. 


Gold breaks 
the $400 
barrier 

By Richard Mooney 

Hie speculative assault on the 
gold price barrier at $400 a 
troy ounce succeeded yester- 
day, when the London Bullion 
Market price touched a 29- 
month high of S402 an ounce. 
But the speculators’ triumph 

was short-lived. By the dose 
the price had edged below that 
psychologically significant 
level on profit-taking and pro- 
ducer selling. 

After languishing between 
$370 and $395 an ounce for 
most of l ast y ear, raiding in 
London at $387. gold suddenly 
caught the eyes of the US 
investment fund managers as 
the new year opened. Their 
baying quickly had the metal 
poised for a foray into the 
S400s, but in the absence of 
significant physical demand 
the final posh was a little 
while coming. 

In the event the option-cov- 
ering that some analysts had 
suggested would be triggered 
by a move above $400 appears 
not to have materialised, at 
least not in the quantity they 
had expected. 

One analyst who has found 
the rally unconvincing is Mr 
Andy Smith of the Union Bank 
of Switzerland. He said in his 
commentary yesterday morn- 
ing that hopes for an options- 
drlven boost were misplaced. 
“Above all,” he said, “the feel- 
ing that gold still has one foot 
in the grave is hard to shake”. 

Gold last breached S400 in 
response to a well-publicised, 
concerted technical play by 
speculators Sir James Gold- 
smith and Mr George Soros. 
Bnt at that time, Mr Smith 
noted, physical demand for the 
metal had been buoyant 

London broker GNI 
suggested, meanwhile, that 
gold’s strength was a reflec- 
tion of the weakness of US 
equities. “The dominant focus 
of the bullion market at the 
moment is the US and there- 
fore anything which is per- 
ceived to increase its attrac- 
tiveness to investors wfll be 
seen as a reason to buy," it 
said in a market commentary. 


EU malt exports 
may be reopened 


By Deborah Hargreaves 

The European Commission 
meets today to decide whether 
to re-open the European 
Union's malt exports following 
criticism from the British gov- 
ernment over its handling of 
the malt market 

The commission stopped 
issuing licences for the export 
of malt just before Christmas 
as well as putting its system of 
export refunds on ice. 

Government officials believe 
the commission was respond- 
ing to overheating in grain 
markets following its decision 
to impose export taxes on 
wheat and barley. Malt is made 
from high quality barley, but it 
is a specialised market and 
operates In a different way 
from other grain markets. 

“Malt is different. Exports 
run over the whole year with 
regular customers. It is not 
opportunistic, but I’m not sure 
we’re getting our message 
across to the commission," 
said Mr Ivan Murrell, secretary 
of the UK Maltsters Associa- 
tion. 


The commission has tried to 
exert increasing control over 
grain markets following the 
sharp run-up in world prices. 
Last year, the commission 
suspended export licences fol- 
lowing requests to ship 1.4m 
tonnes of malt. It was con- 
cerned about the volatility in 
the barley market and also 
worried that too much was 
being exported. 

However, the UK govern- 
ment estimates that traditional 
exports of malt are around 
1.8m to 1.9m tonnes and that 
the commission risked squeez- 
ing out trade that was consist- 
ent with previous years' levels. 
“Some malting companies have 
lost 10 to 20 per cent of their 
long-term sales as customers in 
Japan and South Africa have 
taken their business else- 
where." said Mr Murrell. 

The UK exports around 
298,000 tonnes of malt outside 
the EU at a value of some 
£100m. Germany is the largest 
exporter of malt in the EU and 
along with Belgium is also con- 
cerned about the arrangements 
for exports. 


Coffee producers to 
discuss sales curbs 


Delegates of producer 
countries belonging to the 
Association of Coffee Produc- 
ing Countries are to open talks 
on tighter coffee export limits 
on the sidelines of a se minar in 
Brazil next week, the Ivory 
Coast government said yester- 
day. reports Reuters from 
Arid) an. 

“The meetings on January 15 
and 16 in Var ginha [Brazil] and 
January 23 in London will 
open. . . [talks] on tightening 
the supply of robusta coffee In 
coming months. It will be the 
same for arabica coffee.” a gov- 
ernment statement said. 

“It could also be decided to 
strengthen control measures 
on the flow of quarterly 
exports with controls managed 


by a first-class international 
auditor.” it added. 

The government statement 
said that the talks were called 
on the advice of Ivorian com- 
modities minister. Mr Guy 
Alain Gauze, who is the 
ACPC's first vice-president and 
spokesman for African coffee 
producers. 

Other participants would 
include Brazilian agriculture 
minister Mr Jose Eduardo de 
Andrade Vieira, Mr Gilson 
Xlmenes Abreu, president of 
Brazil's National Coffee Coun- 
cil. and Mr Jorge Cardenas, 
head or the Colombian Coffee 
Growers' Federation. 

The ACPC plans a plenary 
session in London cm January 
23. 
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VOLUIE DATA 

Open Interest and Volume date ahewn for 
oonliactB ndad on COMEX, NYMEX, CBT, 
nyce, CME and CSCE are CM day in atnatt. 
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LONDON TRADED OPTIONS 
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LONDON SPOT MARKETS 
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CROSSWORD 

No.S,964 Set by QUARK 



ACROSS 

1 Pan after treatment? No criti- 
cism around the north (8) 

S Wartime recollection? (4-2) 

9 Make-up of any power? (8) 

10 Badly treats saflar at the cus- 
toms (6) 

12 It's an exceptional fabric (5) 

13 A new hole? First to bar 
ordered a stiffener (9) 

14 PM follows it (6) 

16 An opening of gold provided 
with diamonds! (7) 

19 Tea demolished with glee? I 
have something left (7) 

21 The seashore's about right for 
a break (6) 

23 The repraters etc to coerce? 
(54) 

25 Sweetener could be LSD (5) 

26 Two artists seen In a bit of 
tussle for a mount (6) 

2? Rome tiny? Hardly; that's a 
serious error (8) 

28 A group of players tour round 
training (6) 

29 About to work mainly in 
prison showing signs of 
strain (8) 

DOWN 

1 Fairly recent straining of 
Sinew b eginning to hurt (6) 

2 A narrow escape is close at 
hand (L5) 

3 A source of irritation though 
briefly a service (5) 

4 Plant noticed in vehicle or on 
a road (7) 


6 Party follows walk in the 
Lake District (9) 

7 Part of bolas so used In ani- 
mal round-up (5) 

8 Had nag looked round the 
street? (8) 

ll Upper Circle? (4) 

15 One mak e s a good impression 
hot changes day by day (4-5) 

17 Unrecognisable coin got in 
cast (9) 

18 Pleasure-flight, long but not 
taken seriously (8) 

20 Antelope cut off in dash (4) 

21 Pot-plant? It could be a big 
one (7) 

22 Man brought fa to study a 
drawing (6) 

24 Time to muse (5) 

25 Start the game after 5? (5) 


Solution 8,963 
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INTERNATIONAL CAPITAL MARKETS 


Record-setting day for the FJB 


NEW INTERNATIONAL BOND ISSUES 


By Conner Mkfdelmann 


The European Investment 
Bank set several records yes- 
terday. it issued the largest 
bond in its own borrowing his- 
tory as well as the biggest-ever 
guilder eurobond, and is on its 
way to becoming the eurobond 
issuer with the largest number 
of new deals in one week. 

After Tuesday's successful 
£4Q0m and LoOObn fixed-rate 
offerings, the EIB tapped the 
Dutch guilder market for 
F115bn of 10-year bonds, and 
issued LTOObn of five-year float- 
ing-rate bonds and CSSOQm 
five-year bonds. 

To round off its multi-cur- 
rency borrowing spree, the 
bank is also set to issue in 
Hong Kong dollars overnight 
and to tap the Spanish peseta 
and Swiss franc sectors today. 

"We have been able to seize 
on some very attractive fund- 
ing opportunities." said an offi- 
cial at the EIB in Luxembourg. 

"Underwriters are keen to do 
business with us - we are get- 
ting fantastic offers, not all of 
which we are accepting,” he 
said. 

Moreover, “there is a lot of 
liquidity in the market and 
good demand for our paper 


from European and Far East- 
ern institutions". 

Following the dissociation 
between the EIB's funding and 
disbursement requirements 
last year, the bank has become 
a more opportunistic borrower, 
allowing it to react more 
quickly than before to arbi- 
trage opportunities as they 
arise. 

Nevertheless, it has also 
begun executing negotiated 
deals with benchmark charge- 
ter. which are usually preceded 


INTERNATIONAL 

BONDS 


by a price-discovery process 
involving diverse market par- 
ticipants. 

Altogether, the EIB will have 
raised about Ecu2.5bn t his 
week. Although it does not 
publish its planned borrowings 
for the coming year, they are 
expected to reach at least last 
year’s total of Ecul2.5bo. 

According to lead manager 
ABN-Amro Hoare Govett, the 
lion's share of the guilder issue 
was placed in the Netherlands. 
With Dutch state borrowing 
much lower this year than in 
1995, and a particularly light 


government funding calendar 
in the first quarter, the EIB 
issue was seen as a surrogate 
state bond. ABN also reported 
strong buying in Asia where 
Investors are keen on D-Mark 
bloc bonds. 

The EIB’s Canadian dollar 
deal, similar to two CSl25m 
issues for GECC and the Prov- 
ince of Saskatchewan, was tar- 
geted largely at retail investors 
in Switzerland and the Benelux 
region, who will see large 
Canadian dollar redemptions 
in the coming weeks. 

The D-Mark sector was 
active agai □ , w ith Asian 
demand ensuring a good recep- 
tion for the offerings. Far East- 
ern investors were said to be 
switching out of dollar assets 
into D-Marks, partly for the 
higher absolute interest rates 
available there and D-Mark 
bonds’ recent outperformance. 

Moreover, traders said there 
is growing unease at the lofty 
price levels of US dollar bonds 
in the face of market uncer- 
tainty, given the backlog in 
economic data releases. 

The Kingdom of Sweden 
issued DMlbn of five-year 
bonds, some 70 per cent of 
which were placed in the Far 
East, according to book-run- 


ners CSFB and Salomon Bros. 
The bonds yielded 35 basis 
points over bunds at re-offer. 

The Republic of Austria's 10- 
year D-Mark deal, launched on 
Tuesday, was increased by 
DMaOOm to DM2bn due to 
strong investor demand. 

Although the yield spread 
over bunds widened to 20 basis 
points from 18 points at the 
re-offer price, lead manager 
Dresdner Bank reported strong 
demand, especially from Asia, 
where more than 40 per cent of 
the offering was placed. 

The sterling sector welcomed 
a 10-year deal deal for the 
National Grid, which was 
increased from £200m to £240m 
on the back of strong demand, 
lead manager J.P. Morgan said. 

Yielding 45 basis points over 
gilts, the bonds were deemed 
attractively priced and were 
placed mainly among UK insti- 
tutions, as well as European 
and Asian investors. 

The long-awaited S300m 10- 
year deal for the Japanese gov- 
ernment-guaranteed Japan 
Finance for Mtmiripal Enter- 
prises. priced at 34 basis points 
over Treasuries, also saw good 
demand, causing tbe spread to 
tighten. The paper was placed 
mainly with Japanese inves- 
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tors, although a good bid was 
also reported in the UK. said 
lead JP. Morgan. 

One deal that perplexed 
many was Hewlett Packard's 


$200m of three-year bonds via 
Deutsche Morgan Grenfell, 
priced to yield flat on Trea- 
suries. “They priced a double-A 
credit as if it were a top-notch 


triple-A borrower; it was far 
too tight." said one dealer, 
adding that the spread widened 
to seven basis points over 
Treasuries. 


European sector led by Germany outperforms US Treasuries 


By Martin Brice and Richard 
Lappet- in London and Lisa 
Bransten in New York 


European government bond 
markets yesterday outper- 
formed their US Treasury 
counterpart yesterday, after a 
further cut in the German 
securities repurchase rate 
fuelled outperformance by the 
German sector. 

There were suggestions that 
investors are becoming wor- 
ried about the scarcity of US 
economic data as a result of 
continuing wrangles over the 
budget. There were also 
reports of investors, especially 
in Asia, switching from Trea- 
suries into European bonds. 


■ German government bonds 
finished below yesterday's 
highs but were still in positive 
territory by the close. 

The two basis point cut took 
the repo rate yesterday to 3.73 
per cent and was particularly 
supportive to the short end of 
the maturity spectrum, leading 
to a further steepening of the 
German yield curve. The yield 
on benchmark two-year paper 
fell by 5 basis points and that 
on 10-year paper by l basis 
point, with the spread between 
the two maturities widening 
from 227 to 231 basis points. 

Mr Karl Haeling, head of 
futures and options at Deut- 
sche Bank in Frankfurt said: 
‘'We have now entered a new 


phase of cuts in tbe repo rate, 
and there are more to come.” 

On Uffe the March 10-year 
bund future reached 100.15 but 
slipped in the afternoon to 
99.94. up 0.05 on the day. Ger- 
many outperformed the US, 
with the 10-year yield spread of 
bunds over Treasuries tighten- 
ing from 17 to 12 basis points. 

Mr Graham McDevitt. senior 
bond strategist at Paribas Capi- 
tal Markets, said; “There is lit- 
tle economic information from 
the US because of the govern- 
ment shutdown and the mar- 
ket is negative there. But Ger- 
many looks very good on 
fundamentals and the market 
is now pricing in more repo 
easing.” 


He pointed out that the mar- 
ket was hoping for a 25 basis 
point cut in interest rates at 
the Federal Open Market Com- 
mittee meeting on January 30 
but that there was unlikely to 
be a cut while there was a 
shortage of economic figures. 
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WORLD BOND PRICES 


BENCHMARK GOVERNMENT BONDS 
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9.66 

1026 

11150 

01/06 

103.5700 

-0060 

9J1 

9.58 

iais 

8.000 

aaos 

85.6740 

-0.280 

a3i 

822 

874 

BAOO 
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104-15 

-1/32 

a9o 

6JBT 

7.01 

a 500 

12/DS 

106-29 

-4/32 

7.50 

7S\ 

7.63 

9000 

10/06 

110-30 

-1/32 

7.64 

7£6 

7.77 

5J75 

11/05 

101-00 

-10/32 

5.74 

5.58 

5.90 

6L875 

0B/25 

110-14 

-20/32 

6.11 

SJ6 

625 
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04/05 

104.5600 

+O.190 

e.81 
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S&*e 

Price 

Fab 

Mar 

CALLS — 
Apr 

Jun 

Feb 

Mar 

PUTS 

Apr 

Jun 

9960 

0.54 

0.08 

0.B2 

1.18 

0.18 

0.52 

1.04 

1.40 

loooo 

023 

0.69 

0.61 

035 

037 

0.73 

133 

1.67 

10050 

0.14 

845 

0A3 

0.7S 

0.68 

0.99 

1.65 

137 


E=L vol total. Crib 23953 Puts 14179. PraintM atf s con tnu Crib 17900 Puts 159040 


■ MOTIONAL FTAUAN GOVT. 00*83 (BTP) FUTURES 

(UFFET Lira 200m lOOtttt at 100% 

Open Sen price Change High Low Esl vol Open im. 
Mar 110.00 109.72 -0.40 110.19 10957 43771 585H7 

Jun 10930 109.32 -035 109.00 109.10 116 1684 

■ FTAUAN GOVT. BOND (BTP) FUTURES OPTIONS (UFFE) Ura200m HXXhS ol 100% 


Strike 

Price 

Mar 

■ CALLS 

Jun 

Mae 

- PUTS 

Jun 

10950 

1.52 

237 

130 

2.55 

11000 

128 

2.15 

136 

233 

11050 

1.06 

133 

134 

3.11 


Esl vol. too* Cab 3277 Pure 3252. Preukas day's open kt. Cab 52428 Puts 40047 


Velds: Local nwtet St a nton. 


■ cent payatb try i 


Sotooa MMS Mantounal 


Spain 

■ NOTIONAL SPANISH BOND FUTURES (MBT) 


US INTEREST RATES 


Open Sett price Change High 
9&B5 86.77 -008 97.07 


Low ESL voL Open ire. 
9068 58,405 40.120 


Latest Treasury 80s and Bond Yields 

ft* monfi 5 JS Two l«r 

84 Vnomwto S24 Dmwr. 

Braker bat rats 7U TTramnOi 518 Fkeyew 

FedAnta 5* Sttnumh 5.19 to-yur 

FraUinb ■ taanrarttoL. - Oneyav 5.16 30-Tear 


__ 522 

— 529 

— 546 
5.74 
611 


■ NOTIONAL UK OPT FUTURES (UFFB* CSOJMO 32ndS rt 100% 

Open Soa price Change rtgh Low Esl vpl Open ort 


Mar 110-14 110-09 -TF05 110-S5 110-05 63064 131557 

Jun 109-28 109-22 -0-06 109-28 109-25 77 229 

■ LONG GILT FUTURES OPTIONS (UFFQ £50,000 64ths ol 10095 


BOND FUTURES AND OPTIONS 


France 

■ NOTIONAL FRENCH BONO FUTURES (MART) FFr500.000 


Strica 

Wee 

Feb 

CALLS - 

Mar Apr 

Jun 

Feb 

PUTS — 

Mar Apr 

110 

0-50 

1-19 1-22 

1-59 

0-32 

IOI 1-42 

111 

0-22 

D-SP 060 

1-31 

104 

1-34 2-16 

112 

007 

0-30 0-40 

108 

1-53 

2-12 200 

Eto. totaL Cab 38S0 Purs reus. preWoua days open tou Crib IMOf Pure 18023 


Jun 



Open 

Sen price 

Change 

High 

Low 

Esl vol. 

Open brt. 

Mar 

12038 

121 12 

+036 

121 28 

120.94 

150321 

114329 

Jun 

121.40 

121.56 

+036 

121.66 

121.40 

1.420 

6.020 

Sep 

12036 

120.50 

+034 

120.48 

120.36 

14 

723 


Ecu 

■ ECU BOND FUTURES (MATff) ECUT0P.000 

Opwi Sett price Change High 
Mar 91.24 9132 40X0 91.40 


Low Esl vol. Open im. 
9122 2.381 7355 


■ LONG 7WIM FRENCH BOND OPTIONS (MAT1F) 


Strike 

Price 

Feb 

— CALLS — 
Mar 

Jtn 

Feb 

— PUTS — 
Mar 

Jun 

118 

- 

333 

- 

- 

a. ia 

- 

119 

- 

2.41 

- 

004 

0.30 


120 

13* 

1.65 


O.IS 

0.52 

1.00 

121 

0.54 

039 

139 

0.43 

0.87 

- 

122 

0.14 

0.55 

1.37 

- 

- 

- 


■ US TREASURY BOND FUTURES )CBT) S100.000 32nds ol 100% 

Open Latest Change High Low Est voL Open RL 
Mar 120-00 119-11 -0-25 120-00 119-06 317.537 379,007 

Jun 119-03 118-29 -0-26 119-11 118-16 1.808 17.152 

Sep 118-18 118-13 -0-28 118-18 118-13 714 5.500 


tv tuna. CBN 19715 Putt 10 l 8S7 P>wkws dny-» open rtU Cab l»OM Pura 177,639. 


Germany 

■ NOTIONAL GERMAN BUND FUTURES (UFFE)' DM250.000 IQOtte Ol 10Q» 

Open Settpnca Change Hk^i Low Esc vol Open elL 
Mir 9983 9996 +0.07 100.15 99.83 157902 214944 

Jun 99.30 99.28 +0.07 99.45 99^5 733 3522 


Japan 

■ NOTIONAL LONG TERM JAPANESE GOVT. BOND FUTURES 
(UFFE) YlOOm lOOths ctf 10016 


Open Close Charge High Low Est vol Open art. 
Mar 11^70 119.79 119.81 3242 0 

Jun 118.26 11829 118.23 210 0 

■ U1TE tSvm Wsc rated or NTT. M Opan V a wsl Bgs. are hr previous day. 
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points compared with a 2 point 
foil in the 10-year sector. On 
Matif the March 10- year future 
settled at 121.12, up 0.26. while 
March Pibor rose 0.11 to settle 
at 95,06. 


■ France also saw some curre 
steepening, with the German 
repo rate cut encouraging 
hopes in some quarters of 
action on rates today by the 
Bank of France. 

In the cash market yields on 
two-year paper fell by 10 basis 


■ Gilts shrugged off news of a 
higher than expected rise in 
the visible trade deficit but 
still underperformed Germany. 
On Liffe the March long gilt 
future closed at llQg, up 
Tbe 10-year yield spread over 
Germany widened from 166 
basis points to 169 points. 

Some analysts suggest politi- 
cal uncertainty is continuing 
to have a negative influence on 
gilts, especially among over- 
seas investors. 


■ Tbe high-yielding markets 
lost ground. Spain and Sweden 
lagged behind Germany, with 
10-year yield spreads moving 
out by 2 basis points to 356 
points and by 7 basis points to 
235 points respectively. How- 
ever Italy widened by 8 basis 
points to 468 points amid con- 
tinuing political wrangling 
over the future of prime minis- 
ter Mr Lamberto Dint 


■ US Treasuries were stable in 
early trading in the wake of 
the sharp sell-off that occurred 
on Tuesday after the president 
and Congressional leaders 
suspended negotiations over 
how to balance the federal bud- 
get 


Near midday', the benchmark 
30-year Treasury bond was 
down £ at 110ft. yielding 6.112 
per cent while the two-year 
note was unchanged at 100ft. 
yielding 5.199 per cent 

The long-bond slid nearly a 
fhll point in late trading on 
Tuesday amid worries that 
President Clinton and Republi- 
can leaders would not agree to 
a package to cut the deficit by 
2002. Budget talks were set to 
resume in the next 10 days. 

Trading was also slowed by 
the lack of economic data. 
There have been no official fig- 
ures since the end of Decem- 
ber. when the budget battle led 
to the shutdown of the federal 
government. 


A SlOOm deal concluded 
within the past few weeks 
could help increase the flow of 
international debt finance to 
Russian gold mining projects, 
according tu bankers. 

Deutsche Morgan Grenfell 
structured the limited 
recourse project fi nanc i n g for 
Omolon Gold Mining Co, a 
1 joint venture owned by the US 
Cyprus Amax Minerals and 
several Russian companies. 

The European Bank for 
Reconstruction and Develop- 
ment and the US Overseas Pri- 
vate Investment Corporation 
(Opic) are lending S47.5m and 
$52.5m respectively to Omo- 
lon. allowing the company to 
develop the Kubafca lode gold 
deposit in the Magadan region 
of the Russian far east 
Omolon will service the loan 
with revenues earned from the 
sale of gold and silver output 
from the mine. 

The transaction, which took 
two years to negotiate, “sets a 
precedent for international 
debt financing for such pro- 
jects in Russia”, said Mr 
Andrew Scion, director for CIS 
and eastern Europe invest- 
ment banking at Deutsche 
Morgan Grenfell. 

Although there have been a 
handful of project finance 
deals in (he gold sector in 
other former Soviet Republics, 
Russian restrictions on the 
export of gold have ruled out 
such deals in the past 
Mr Scion said bankers had 
developed “an innovative secu- 
rity package” which will allow 
Omolon to service debt, as 
well as providing adequate 
protection for lenders. 

The package is based on a 
series of long-term contracts 
and includes arrangements for 
a licensed offshore account 
The deal gives the Russian 
government the prior claim on 
purchase of the output 
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2 5-15y«»4I2T) 
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2^0 0.12 5 yrs 

221 OOO 15 yra 

1 92 1.02 20 yrs 
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Irritation S'* — 

Jan 10 Jan 9 Y7. 


— - Inflation 10% 

Jan 10 Jan 9 Yr ago 


6 Up 10 5 years fl) 197 02 -0.02 197.04 1.84 0.00 Up » 5 yrs 2.48 2-46 4.16 

7 Over 5 years (IT) 188.41 -O.T5 188.70 0.91 0 XiO Over 5 yrs 355 154 3.92 

8 AD stocks (12) 188.47 -0.15 188.76 0^3 0.00 
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CURRENCIES AND MONEY 


Currencies range trade as market seeks direction 


By Phfflp Oawftft 

The dollar performed steadily 
yestenlay despite lack of pro* 
® the budget talks afi 
further weakness in the euuitv 
markets. ^ * 

Earlier it had recovered over- 
mght losses suffered in New 
York trading on Tuesday 
prompted by pessimism over 
the budget The dollar finished 
in London at DMi.4383, from 
DM1.4432. Against the yen it 
closed at YlMJH, from Y105i 

The absence of US data, with 
much of the federal govern- 
ment still in shut-down mode, 
fJas left the US treasury mar- 
ket without direction, and this 
has spilled over to the dollar 
which has taken its lead from 
the bond market in recent 
weeks. 

The dollar's performance 
was helped by the con tinned 
weak tone of the D-Mark, amid 
widespread expectations that a 
further fall in official German 
interest rates this quarter is 
likely. The repo rate in Ger- 


POUND SPOT FORWARD AGAINST THE POUND 


“any fell at the weekly auc- 
tion to 3.73 per cent, from 3.75 
per cent 

The D-Mark was little 
changed in Europe, closing at 
Li.091, from Ll.094 against the 
Italian lira. 

Sterling slipped slightly 
against the D-Mark, hindered 
by the dollar's indifierent per- 
formance, and continued con- 
cern about the weak position 
or the ruling Tory government. 
K closed at DM&2321, from 
DM2-2304. Against the dollar it 
finished at $0545. from fL5455- 

■ The dollar is stuck in a trad- 
ing range at the moment, with 
the upside capped by the lack 
of any progress on the budget 
talks, and toe downside limited 
by the market's generally bear- 
ish view of the D-Mark. 

■ Poand In Hum York 
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Mr Chris Furness, currency 
strategist at IDEA in London, 
said it bad been a “weird" sort 
of a day. The dollar first recov- 
ered in Tokyo and Europe, 
before pursuing an increas- 
ingly topsy-turvy path in late 
European and US trading. 

In toe absence of fundamen- 
tal news, dollar bulls can take 
some solace from the charts. 
Mr Brian Marber, a London 
based technical analyst, notes 
that the three month and one 
year averages will "Golden 
Cross" at DMI.4250 within 
days. It wIQ be only the fourth 
such event since what Mr Mar- 
ber describes as the dollar’s 
“major character-change 1 * at 
the end of 1987. 

“Ah three predecessors her- 
alded long term dollar 
advances. Why not this time?" 
asks Mr Marber. 

The rally in the gold price to 
a 22 month high was seen by 
some as being positive for dol- 
lar sentiment, even if there 
was little evidence in the price. 
More convincing was toe argu- 
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ment that it would help ‘'com- 
modity” currencies like the 
Australian dollar, which fin- 
ished at 74.66 US cents, from 
74J> cents. 

Mr Furness said the benefits 
to the South African rand (like 
Australia, South Africa is a 
large gold producer) would 
probably be more delayed, 
owing to speculation about eas- 
ing of exchange controls. 


which would unlock an out- 
flow of capital 

■ There was agreement among 
analysts that yesterday’s trad- 
ing had been “messy”. Mr Jer- 
emy Hawkins, chief economist 
at the Bank of America in Lon- 
don, said it was presently 
“very easy to be bearish about 
a number of currencies, and 
increasingly difficult to be bull- 
ish." Some currencies, he said, 
were winning by default, 
rather than through any out- 
right enthusiasm for the funda- 
mentals, which might account 
for the recent range-trading. 

Mr Hawkins said the 1995 
German GDP figures today 
could well show static or nega- 
tive GDP growth in the fourth 
quarter. “If Germany is strug- 
gling it has pretty sickly impli- 
cations for the rest of Europe 
as well/ 

B The D-Mark has been a "par- 
agon of stability” in Europe, 
despite the continuance of 
weak economic data in Ger- 
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MONEY RATES 


many, and increased expecta- 
tion of lower interest rates. Mr 
David Cocker, economist at 
Chemical Bank in London, 
said: “This is because Euro- 
pean Union issues are still at 
the heart Of marhpt thinking , 
and explains also why the 
Swiss franc will remain strong 
against the D-Mark, despite 
increasingly weak economic 
data, and the calls from export- 
ers, and the Government, for a 
weaker franc." 

The Swiss government 
acknowledged yesterday that 
the franc was overvalued - the 
real exchange rate index has 
risen by around eight per cent 
over toe past year - but said 
that “intervention to weaken 
(it) is not conducive to sue- 
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SIVMDIfiTnES LIMITED 

NOTICE IS HEREBY GIVEN that an adjourned Meeting ofWarranthoUers 
(those who are registered as hoklen. or joint holders in the Warrant RegisJerol 
the 2356^00 Warrants issued on 09 August 1994, listed on the Luxembourg 
Slodc Exchange and entitling the holder to subscribe to 1 GDR of SIV Industries 
at USS&37) whl be held at Simmons & Simmons, 21 Wilson Street; London, 
England on 23 January 1996 at&OOpjm. for the purpose of considering and, if 
thought fit, {vising the following Resolution as an Extraordinary Resolution: 

1. THAT it is hereby resolved Lhat 

in relation to the 2356,000 Warrants issued on 09 Augimt 1994, listed on 
the Luxembourg Stock Exchange and entitling the hoWre to subscribe | 

to 1 GDR of SIV Industries at U5S637 daring an exeraee period 
currently expiring on 31 January 1996, the expiry of the period during 
which the said Warrants may be exercised shall be extended until and 
including 09 August 19%, and references In any document relating to 
the Warrants to the "Expiry Date 'shall bice effect accordingly, a Bother 
terms remaining unchanged." 


present holding Warrants or bringing proxies and being or representing in t 
aggregate the holders of not less than 25 per cent of the Warrants tor the fix 
bemg unexendsed. 

NOTE: 

A Waromtholder entitled lo vote at the meeting convened by the Note 
set out above is en tilled to appoint a proxy tn attend, who fur all purposes 
in connection with the meeting specified in the appointment shall be 
deeoted to be the holder of the Warrant- A Wanantoolder may appoint 
a proxy by executing and delivering a form of proxy bt the English 
language to the specified office of a Warrant Agent or the Warrant 
Registrar not later than 24 hours before the time fixed for the meeting or, 
in the ease of corpo rati ons, may appoint, representatives by or pursuant 
to a resolution in the EngKoh language of their Director* or other 
governing body and by delivering an executed copy of such resolutions 
to a Warrant Agent or the Warrant Registrar not later than 24 hours 
before the time fixed for the meeting. 

As the Warrants are held in global form, investors entitled to Warrants 
should instruct the clearing system through which they hold their 
entitlement (The Morgan Guarantee Trust Company of New York as 
operator of Eurodear, Cede! Bank, sotiuftd anonyme or the Depository 
Trust Company) to exercise the vote with respect to such Warrant on 
their behalf by appointing a proxy or representative. Details of the 
arrangements for giving such instructions are available from each such 
denting system. 

Dated; January 11, 1996 
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Floating rate notes 1998 
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Jnteresi payable on 9 April ]99(? 
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OM , 000 note- 

Agent: Morgan Guaranty 
mist Company 

JP Morgan 
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Legal Notices 
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LONDON STOCK EXCHANGE 


MARKET REPORT 

More trouble building up for equity market 


By Steve Thompson, 

UK Stock Market Editor 

The US budge: debate came back to 
haunt a UK equity market already 
suffering from political uncertainty. 
'Vail Street's overnight 67-point 
slide in the Dow Jones Industrial 
Average was followed by another 
heavy sell-off which saw the Dow 
down more than 50 points shortly 
after the opening of US markets. 

The slide in the US index gath- 
ered momentum, with “he Dow 
dropping even further to register a 
60-point decline SO minutes after 
London bad finished- 
investors' unhappiness with the 
short term prospects for bonds and 


equities was contrasted by a keen 
appetite for gold, with bullion 
prices topping the $400 an ounce 
mark for the first time since 1993. 

But London's marketmakers were 
not too downhearted with the day's 
events. Many had been expecting a 
correction in equities and a retreat 
by ibe FT-SE 100 index to some- 
where in the region of 3.650. 

A trader said most of the big raar- 
ketmakers had been r unning trad- 
ing books modestly biased on the 
short side, anticipating increasing 
volatility across global ma rkets 

At its worst, the Footsie got to 
within ll points of 3.650. but it 
quickly stabilised and then rallied 
io end another extremely volatile 


session well above the day's low. 

At its final reading, the Footsie 
was down at 3.671.5. extending 
the decline over the past two ses- 
sions to -19 points. There was no 
comfort either for the second h.iers. 
with the FT-SE Mid 250 index set- 
tling a net 31.4 off at 4.039.5. 

There was not much help for 
equities from bonds, with gilts 
beginning the day marginally 
firmer and then seeing those -•ains 
gradually eroded. At the close, the 
10-year gilt was around five ticks 
easier. US Treason' bonds endured 
another painful session after (hop- 
ping almost a full point overnight. 

Turnover in equities continued at 
its recent good levels, just failing to 


reach the SOOm-share mark and 
totalling 799.4m at 5pm. Nor.- Footsie 
stocks accounted for some 53 per 
cent of the overall figure. Customer, 
or retail, business on Tuesday was 
valued at a healthy £l.73ba. 

The turnover total was given a 
substantial boost by the hectic 
activity in shares in Forte, the 
hotels and restaurants group being 
hunted by Granada. Volume in 
Forte hit an all-time record 46m 
shares, with investors and institu- 
tions thought to be buying the 
stock aggressively as a cheap way 
into Granada. The view gathering 
momentum around the market yes- 
terday was that Granada's 
increased offer for Forte was likely 


to succeed. Forte and Granada took 
first and second place in the FT-SE 
100 performance list. 

The Forte battle affected Lad- 
broke and Bass, which fell on wor- 
ries that they might get involved in 
a bidding war for Forte's Merfdieo 
and Exclusive hotels. 

There was more disappointment 
in a retail sector still concerned 
with the profits warning issued by 
House of Fraser on Tuesday. Yester- 
day's trading news from Dixons and 
Next failed to excite the market, 
while Kingfisher's further excursion 
into electrical retailing in France 
left the shares sharply lower. Today 
sees trading updates from Boots. 
Sears and Storehouse. 
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Motorola 
news hits 
Vodafone 

The Motorola factor hit 
London telecoms stocks, with 
hard-pressed Vodafone endur- 
ing another bout of selling. 

The US telecoms group 
reported weaker than expected 
earnings late on Tuesday and 
the shares fell some 15 per 
cent. As a result. Vodafone, 
which had already tumbled 
more than 20 per cent since the 
beginning of November. Tell a 
further 5 to 212p. 

Securicor. which has a 40 per 
cent stake in Cellnet. weak- 
ened 16 to 842p in the "A”s. 
And Cable and Wireless was 
down 7 at one stage but recov- 
ered to close 2 up at 456p. The 
sector was hard hit in mid- 
December by a profits warning 
from Nokia, of Finland, and 
suffered again this month 
after Vodafone and Cellnet 
announced disappointing sales 
figures for December. 

Tunnel relief 

Channel tunnel operator 
Enrotunnel bounced from its 
historic lows, rising 7 to S4p. 
The group confounded market 
expectations with a 21 per cent 
increase in traffic in December 
compared to the previous 
month. It also proposed a 10- 
year bond issue backed by both 
UK and French governments to 
ease its financial position. 

Dealers bad previously 
marked the London-traded 
units lower on speculation that 
the company would announce 


some form of profits warning 
during the visit by journalists 
to its Calais site. Eurotunnel 
said the increase in traffic 
marked the best period for the 
company in 1995. 

However, it added that it had 
suffered from the strikes that 
paralysed Paris in December, 
with 659 passenger tr ains oper- 
ating compared to 897 in 
November. The strikes also 
severely affected cargo t rains , 
with only S8 trains operating 
in December compared to 464 
in the previous month. 

The statement failed to give 
much relief to the banks which 
have taken on much of Euro- 
tunnel's debt. With the added 
pressure from weak US and UK 
markets. National Westmin- 
ster - the biggest lender - fell 
7 to 637p. Barclays eased 2 1 -* to 
756' .-p and HSBC, which is a 
lender via its Midland arm. 
dropped 12‘ i to 995p in the 
ordinaries. Volume in HSBC 
was boosted by a delayed trade 
of 7.8m shares which went 
through the electronic trading 
system at lG27p s share. 

Carlton boosted 

Suggestions that changes at 
the top of the BBC would be 
positive for independent pro- 
duction companies helped 
some broadcasters yesterday. 

One influential broker was 
believed to be pointing out that 
Sir Christopher Bland, the for- 
mer LWT chairman who is 
replacing Mr Manna duke Hus 
sey, is thought to be a tough 
Thatcherite who believes in 
competitive tendering. 

The rationale was that, while 
it may do little for staff 
morale at the BBC. it would be 
good news for Carlton Commu- 
nications. which is spending 


£160m on programme making. 

It could also benefit Pearson, 
the media conglomerate which 
owns the Financial Times. 
Pearson has production 
capacity in Grundy, Thames, 
AC1, of the US. and Financial 
Times Television. Carlton 
improved 5 to 990p and Pear- 
son was steady with a loss of 
only a penny at 62&p. 

Persistent buying through- 
out the session pushed turn- 
over in Forte to 48m shares, its 
highest ever daily total. 

The UK hotels and restau- 
rants group, which is under 
siege from Granada Group, 
topped the list of the day's best 
performers after the stock rose 
9 to dose at 3S0p. just shy of 
the cash alternative. 

Dealers pointed to ABN 
Amro Hoare Govett, one of 
Granada's advisers, as having 
been on the bid for most of the 
session, though active profit- 
taking was said to have con- 
tributed to the heavy volume. 


Market watchers continued 
to suggest Granada is likely 
to win the heated contest. 
Strong demand pushed the 
shares 16 higher to 653p. the 
day’s second best performer, in 
trade of 7.3m. The market was 
said to be generally under- 
weight in the stock, although 
traders also suggested there 
was active buying from those 
who believe the merged group, 
should Granada win. to be an 
attractive buy. 

Among food retailers. 
J Sainsbury. which initially 
rose IQ. gave up the early 
advance as the market 
expressed its disappointment 
at the management changes 
announced yesterday. 

The shares closed a penny 
lighter at 388p. following 
trade of 4m. with one analyst 
saying: "These changes are 
smaller and later than expec- 
ted and the general feeling in 
the market is that they do not 
address the real problems the 


FINANCIAL TIMES EQUITY INDICES 
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B London market data 
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group is facing." 

In the rest of the food retail- 
ers. James Capel was said io 
have downgraded the sector, 
which cast a shadow over sev- 
eral stocks. Argyll Group 
slipped 8 to 33Sp. while Tesco 
lost 7 to 299p in trade of 5m. 

The early sell-off on Wall 
Street hit internationally 
traded issues. Pharmaceuti- 
cals. which constituted the 
best performing sector in the 
UK last year, were an obvious 
target. Glaxo Wellcome fell 13 
to S76p. Smith Kline Beecham 9 
to 695p and Zeneca 13 to 1235p. 
Oil majors also came in for 
profit taking. BP and Shell 
Transport, both trading around 
historic highs, slipped 12 and 8 
to 534 p and 566p respectively. 

Reuters Holdings, the inter- 
national news and financial 
information group, lost 9 at 
594 p and RTZ. one of the 
world's biggest mining compa- 
nies. which has been suffering 
from 3 volatile copper market 
recently, dipped 17 to S77p. 

Talk that Carnival Cruise of 
the l‘S may bid for UK tour 
operator Airtoors returned to 
drive the shares forward. They 
put on 12 to 4 tap. 

There was active profit-tak- 
ing among retail stocks as sev- 
eral posted trading updates. 

Interim figures from DLvons. 
disappointed the more optimis- 
tic analysts, though they were 
all cheered by news that 
like-for-like sales in the first 
eight weeks of the second 
halfi including the Christmas 
period) were up 10 per cent 
The sector sell-off left the 
shares 14 s .- lighter at 109* =p. 
Volume was heavy, reaching 
9 4m by the close. 


to £13Sm. The broker said the 
move was to reflect confirma- 
tion that sales accelerated after 
a weak summer." 

Elsewhere in the sector. 
Kingfisher gave up 16 to 528p. 
The Group's Darty subsidiary 
is buying a 20 per cent stake 
in But. a French electrical 
retailer. 

The prospect of a merger or 
takeover of British Aerospace 
continued to boost the compa- 
ny’s shares. The stock gained a 
further 9 to 833p. 

There was speculation that 
Ladbroke is planning a rights 
issue to acquire the Mendien 
chain from Forte should the 
Granada bid succeed. The 
shares closed 2 off at 148p. 
after trade of 73m. 

MARKET REPORTERS: 

Peter John, 

Joel Kibazo. 
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t Long trtM body morn. 


LONDON RECENT ISSUES: EQUITIES 


Issue Amt 
price paid 

P rf> 

Mhl 

c*> 

Em.1 

insist 

tagn icy. Stock 

Ckca 

price 

p 

+/- 

Net 

dn/. 

frv. 

euv 
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y« 

P-E 
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- F P. 
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29 
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- F P 

23.4 
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- F.P. 
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- 
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- 

- 

- 


- F.P 
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60 
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55 


- 

. 
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t37 

90 

73 tOmatr* 

73 

-3 

- 

- 

* 


100 FP. 

28.4 
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98 Finsbury Tech 
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- 

- 

- 
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Lv4.4 
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13 
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68 
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- 
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<39 
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- 
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28 
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-1 

- 

- 
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198*; *1 VW11.23 2.3 7.1 



FP 
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78 
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8 

8 
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FP 
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- 
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22 

49 
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m 

Lv3S 

24 

17 
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- 

- 
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t kwesOMnt Martin. For a U* njiUtW cl <01 other avneots riaaoe reinr to 1h* London 

Sore S*r»>ca notes. 


Next also came under pres- 

I ft gold mines index 




sure and the shares lost 16 to 
437p. despite satisfactory sales 


Jan % d« Jto Year 

9 on day 1 ago 

Sim tffv 
llaU % 

p/e 

ratio 

52 auk 

Ugh Low 

figures for the period July to 
December 1995. 

BZW yesterday upgraded 
profit expectations at the 
group, it raised current year 

Gotti Utaat Max (34) 
■ BcQtom Mm 

Africa (19 

AifiWtea (6) 

North America <13 

2174-41 +04 2184.75 1777.13 

3897.75 +0.4 2885 09 2885.43 

2629.74 +0.6 261*37 212935 
1906.05 +0.4 1897.97 1396.67 

IS* 

314 

1.89 

0-71 

3032 

4126 

5656 

2184.76 1637.91 

2907 77 227X74 
261*37 178320 
1897.97 1348.18 


profit expectations by £4m to 
£l22m and the following year's 
figure was also raised by £4m 


Copyngw. The Finarcdi TVnns uwMd <99B. -FT Gold Mnn hides* a a trademm. or Th» Rnonctai 
Times Umned. Figures in trsPco sTcre nurfter o> ccrnpntm. Basis US DoSres. Bom Vdum 1000 iX) 
31/12^2. t PontH Laresi pnees wore uoualfcitjto far tta WHfcn 


.Actuaries Share Indices 


Day's 
Jan 10 chgalfc 


Jan B Jan 8 Jan 5 ago 


FT-SE 100 3671. 

FT-SE MU 250 4039.: 

FT-SE Mrd 2SO ex farv Trusts 404a 

FT-SE-A 350 1825- 

FT-SE-A 350 Higher Yield 18£9, 

FT-SE-A 350 Lower Yield 1826J 

FT-SE SmaOCap 1971.3! 

FT-SE SmNICap ex Imr Trusts 1946 1- 

FT-SE-A AU-SHAHE 17998 

■ FT-SE Actuaries All-Share 


10 MINERAL EXTRACTIONS^ 
12 Extractive ktcfeetrlestG) 

15 OU. IntegraredOJ 

16 011 Exploration A Prodllffl 

20 OEM mO\ISTRIALS6Z76) 

21 Buidhig & Cocwnjctloo(34) 

22 BuUmg Matts 4 Merchs(29) 

23 Chemta*(23) 

24 Diversified tncUStrsdaCI) 
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28 Eng«neenng(7l| 

27 Engneerins. Vehideaiai 

28 Paper. PcVg & PrlnwigCta) 

29 Textiles & 

30 CONSUMER GOODSPSl 
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33 Food ProducersCM) 

34 Household GoodetiS) 
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38 Tobaccofl) 
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41 DteU1buK*xG2> 
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43 Medtal46) 
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02 Electncity|i4) 

64 Gas DxSriSutJooff) 
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68 WaMrl 12 l 


70 FTNANCtALSflOS) 
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80 INVESTMENT TBUSTS(T27 
89 FT-SE-A ALL-SHARBMOn 

FT-SE-A Redgfing 

FT^E-A Fledgrmg ex inv Trusts 


-0.8 3700.3 372a6 3704.5 3049.4 
-0.8 4070.9 4080.1 4071.2 3476.6 
-0.8 40812 4092.8 4083.9 3187.9 
-08 1839.7 1848.5 1841.4 1528.5 
-0.6 1&HL2 1850.4 1841.5 15648 
-UO 1844.0 1851.5 10462 1492.1 
-aa 1977.4 3 1974.81 1968.67 1742.00 
-02 1950.93 1946.41 1943.58 172026 
-0.7 181X35 182121 1814.39 1513.15 


iqeia Jan 9 Jan 8 Jan 5 ago 

-1.6 3290.66 3309.12 3268.74 2641.98 
-1.6 4107.70 4148.73 419072 3580.40 
-1 5335821 33771 5 332X00 263X03 
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-0.4 1791.11 181427 183065 175861 
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-02 1901.61 190889 1899.93 1571.34 
-1.4 503876 5088.70 5076.15 328820 
-02 468863 4714.05 471828 374X16 
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The UK Series 


Nat P/E Xd atf. Total 
cover ratio ytrf Return 

2.06 15.49 2.43 1469.45 

1.82 1893 5.54 1593.55 

1.88 17.70 5.54 159X82 

2.01 1&11 1.49 1494.60 

133 14.43 X01 1243.55 

2.34 1840 034 1247.62 

1.81 21.87 138 1595.00 

1.89 19.53 1.45 158333 

230 1844 1.45 149733 

Net P/E Xd ad). Total 
cower ratio yttJ Return 
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1.89 15.99 043 107238 

2.18 1436 038 859.70 
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X41 2023 0 00 1138.75 

2-09 930 0.00 1039.86 

1.53 2041 0.00 141858 

1.87 17.95 0.00 134230 

132 22.47 136 89534 

_1.0S__ 54.82 2.78 1057.75 

.ft 00- 19A4 145 149733 
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X4B 15.12 1.02 US6.14 


■ Hourly movem e nt s 

Open 930 ItUB 1130 1X00 1X00 1430 1530 1810 WgiVday Lo vw/dav 

FT-SE 100 3875.5 36785 3S83.7 367X3 35743 3670.1 3685.1 38633 36644 3690.1 38613 

FT-SE fAd 250 4052.4 4052.3 405X5 4051.5 4048 4 40456 404X6 4030.7 40383 40544 4Q380 

FT-SE-A 350 18282 18294 1831.5 1827.3 1627.3 18263 18233 1022-5 182X5 1834.1 1821.4 

Ttne M FT.-3E 100 One t wfz S.»an tXN’c lew 812pm. FT-SE 1» 1996 3TOT* (VU9N Lew. 396*3 IESn/9^. 

■ FT-SE Actuaries 350 Industry baskets 

Open 9jOQ IQlOO 11-00 12J0 1X00 1430 15J0 1810 Clow Prewtaua Cha npe 

BUg&Cnatten 10*5.9 10*5.9 104*8 1040.7 1040.3 104Q-3 1040.1 10402 1038.7 1040.0 1053 7 -127 

PhamHca^icis 4951.3 4851.0 4946 ’ 4931.8 4930.3 49288 49143 4914.7 4911.0 49116 4981.6 -68 0 

Water 20732 20733 20794 207X2 2070.6 20703 2060.7 2065.6 £061.5 2065.0 £0784 -134 

Banks. *040.1 4042.5 40S1B 4035.7 4037.3 4035.6 4033.7 40305 4044.9 40403 40783 -29 0 

«awMWonmonan entire FT .SEtauanesShhBlnctantitwasinoin&MwMflsiute L*9 St tanSMwfe J»e waBaWe tain The Pr^xM Tfanoa 
bnwed. One Southeirt aw. London SEt SHI. The FT-SE Acnaitn Shore Mens Semce. »h<h covers a lanoe ai elecWi fc end oapenOqHd 
“>««» Hdceei a ova*** Tram BNSTat. F4so* ttaae. 13-17 Epmth SWel London EC2A jDL 
nw FT-SE TOO. the FT-SE Mdgsq. FT-SE Adam 350 am We FT-SE AeMalee — calciMcd tn Ore Wm B u nM are* EiuawrenlBM 

Urhed IreWn ana Hew*c M L-etnfl and the FT-SE tauwiea U-Stare faidev u cam p ieti bjr The Hmxipl Hm» Lknfced. oofl « ccnlunaian wnh m 
hreeiae d Adyanee and me Fsafty or Acwms under a otantn *9 o» aruc ndec. O The Hemaltaree Sock atenenge of the Ureied OnM, m 

C Flneiwol Troet LMM 199a AI rfetla raMnred. fT-SE - and -FboW OTph Ride m*he and eeMoe rrofto qf 
Re lonckm 5»ck Eudunpe The FmwroOl Tlmee UmreaTho FT-SE AcdUMS 9tn fawloaa are iwfcri by The WM Crenpreif. T Seder Pi£ 

ttusn 00 and n* coven ys3W than 30 ire ran vtoen. t y i mt jns nsgoiM. 
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WORLD STOCK MARKETS 
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AttoGtid 056 114037 Iji l{2 13 +4, 
AMaCD 4431034 48% 43% 47% +2% 
AnBMar 0.78 I1 1374 37% 35% 35% -1% 
AfflCMy 016 12 460 10% 10 10% -% 

AtoMaa* 29 637 18% 18% 16% -l 

AflSoCtm 032587 1189 6% 5% 5% -% 
Am Frwys IS 722 12 11% 12 -% 

AfflflrtA 084 1734S7 27% 26% 26% -% 
tontaP 19120 % H 071 

Aottfei 256 8 110 65% 83% 84 -1% 

AtoPctar 11 8409 9% iB% 9% -% 
MaTic 13 616 27% 26% 27% ♦% 
Antafto 028 17 667 33 31% 31% -1% 

Anpantac 3727108 55% 52% 52% -1% 
Attach Cp 008 45 SS7 8% 5% 5% -% 
Atttogtox 016 202408 17% 17% 17% +% 
Mp 060 18 178 29% 28% 29% +% 
Manptan 150 12 2 11% 11% 11% 

AfldnwCp 208057 38(03% 34% -1% 

Andrea An 41 84 15% 15% 15% -% 

ApogaaEn UB 13 783 17% 16% 18% +% 

WPBto 101 351 7% 6% 7% +% 
AppMUa 1604848 35% 52% 3<% +% 

ApptoC 048 032417 34% 32% 34% +1% 

Appletta 055 262368 22% 21% 21% -% 

ArtXXQc 020 231845 22% 21% 22ft *A 

Arete o 024 14 7Z7 12% 11% 11% -% 

Aiganct 152 12 184 30% 30% 30% -% 

AfhSadta 054 40 862 7 6% 6tt -d 

fimxM 064 18 47 17% 17 17 

Anttdla 044 131862 17% i? \7% -% 

Afttafl 13 1567 8% 8 9% 

AspatfTal 302612 31% 29% 31% +1% 

AST ftorcO 22636 8% 8% 8% -% 

AtUnaon 2 20 1D& 10 10^ 

AttSBta 034 15 6416 23% 22% 23% -% 

Atm) 1929331 19% 18% 19% -% 

AtaMpa 822193 5% 5 6 -% 

AiMkl 024 18 9951 32 09 29% -2% 

MMo « 95 3U 3A 3,'a •& 

AuWlObA 1 627 3 2% 2iJ -i 

AKnMi 092 8 323 15% 14% 15% -% 


- B - 

BEIB 008 10 30 7% 7% 7% -% 

fiMarJ 056 2 367 5% OS 5% +% 

SUmlB 032 4 6u1T% 17% 17% 

Baoctoc 13 59 16% 15 18 -% 

EkKSnXti 056 21 69 2B% 29^ Vtk *A 

BctanCpx<L5B 10 122 18% 16% l^a 
BanSoortti 092 10 43 35 33% 33% -1 

Ben Gao 064 171181 45% 44 44 -2 

BaaaatF 080 142017 26% 23% 25+1% 
BtaNMfe 6487063 37% 33% 36% +1% 
BayVtoto 080 23 349 27% 27 27 -% 

B*tatta 240 133270 V& 66% 86% -2ft 
BEAare 55 468 11% 10% 11 

BaaMCDBX 042 12 41 9 dB% 8% 

BRtaWtt 70 41 2H 32 2il 

Ban&Jerry 737 462 I^Z 14% 14% -% 
BertkyWR 048 181015 50% 46% 49% -2% 
BHAGrp 012 12 21 13% 13 13 -% 

81 toe 22 212 8 % 8 % 8 % ■+•% 

Big 6 020 TO 408 10 9% 9% -% 

Btoomn 056 11 18 17 16% 16% -% 

Bogan 25923812 65 60% 62% -% 

Btamt 244320 18% 16% 16% -% 

Btacklhg 156 12 405 35% 34 34% -% 

BMC Soft* 2213921 39% 37% 37% -% 

BoatmaoS 156 11 5224 30 37% 37H -Id 

Bet) Etta 032 13 2254 T7% 16% 1752 -50 

Bads&B 17 315 21% 20% 21 -% 
ftvtod 55639 15% 14% 14£ -ft 

Mtoaex 038 11 165 40% 39% 89% -% 

State Tc 531168 13% 12% 12% -% 

BmfyWAx 040 20 70 4B 26 27 

Branco 026 9 257 10% 10% 10% +% 

BSSBCp 080 12 167 21 28% 23% -% 

err step ocsii6ia 3% s% 3% 

Baira* 17 SIS 13% 13% 18% *% 

BofcteaT 18 79 7% 7% 7% +% 

SbtOm 152011 22 20% 20% +% 

BuatoeaR 22 18 38% 37 88% -% 

Bufetflg 040 10 776 33 31% 31% -2% 


-c- 

CTec 8 2692a34% 31 32% +1% 

CtodGefewps 156 18 160 34% 34 34% -% 

ttodmnconuo 19 253 25% 25 25% -% 
Caere Cp M1574 7% d7% 7% +% 
Cairns 225 51104 5% 6% 5% -% 
CMMfcre 241475 15%d15% 15% -% 
CBBdttS E8 671 5% 4% 5& 

(MM 0 255 2* 2 2%-% 

CnahcxaS2S4 57 98% 98 88% -1 

OrtttCre 07T23 B 30% 30% 30% +% 
Cascade 038 9 G78 13% 12% 12% -% 
Dbb»S 010 20 9B1 20% 10% 19% -% 
CCHAX 070 77 26 55% 53% 56% 
OBttm II 038 13 12% 12% -A 

caicp 15 12 18% 13% 13% +% 
cantocor 19t6436 20 27% 28% -% 
Cn*1Hd 150 10 438 32 31% 31% -% 

CrtWSpr 12 139 32% 31 31 -2% 

Cttadta 13 4 (6% 6% 6% 

Ctaptorl 076 64506 28% 28% 28% -% 
COnn&r 009 113312 3 2JJ 2±1 

CMdOto 56762 1% 1& IB 4. 
ObbU 18 20 20,% 20 2DA -1/« 

QazpoMi 22 17 3% 3% 3% 

CMpaSTa 144201 9 8% 6% +% 

OtottCp 716179106% 100101A -5* 

Cfen Hi 156 15 234 B3 52% 63 -1% 

CHtcCp 020 29 923 43% 42% 43 -% 

Oton 209 3355 19% 17% 18% -f% 
OnTOgc 1319677 19 T7% 18 -% 

OS Tact, 31 368 3A 3A 3A ♦* 
OscaSya 3812MB 69 63% 66% +1% 

DzBbbcp 1.12 13 90 32 31% 31% -% 

Qoiitr 9 397 3% 2% 3% +% 

am Or 132 119 14% 14% 14A -A 
CkftMre 01232 1* » B -, 1 , 

ttocWtotoB 1X0 21 50 35% 34% 35% +% 

Coda Eggy 32 3433 7U 7,\ 7 A 
CodBAtare 4 80 6% d6 6 -% 

OaoncCW 703473 31% 27% 30% +2% 
Cognos 40 2542 4290 40% 40% -2 

CDtera* 19 095 35% 34% 34% -% 
Mae* 016120 1002 21% 20% 20% -A 
CdWGb 19816 112021% 20% 20% -% 
Cttpr 03 154522 23% 21% 21% .1% 

OecSIA ODB 77 1811 19% 19 19% -Ja 

CtoOMSp OQB 6222700 18% 18% 19A -A 

DD0HBMBO72 13 590638% 37% 37% -% 
CDHUC 156 1516 2S% 28% 28% -% 

CtttatJM 61 1455 8% 6% 6% -% 

canttm aim a 20% 21% ♦% 

CocacOfl 291840 s% 5A 5A -% 

ConsUm 145 70 11% 11% 11% +% 
CnttOato 22639 16% 15% 15A -lA 

CbonA 050 18 2010 22% 21% 22% ♦% 
Comtek 842741 10% 9% 10* -r r « 
CODlS Cp 81 2037100% B 98% -1% 
CMdiyCp a 7341 20% 10% 19% -A 
CoctarB OiB 164570 17% 1717% ■% 
CMffcti 404523 9% B% 8% -% 

Cnm ftol 91312 5A 5A 5% -A 

cym 115854 23 21* 22% J, 

QdBOen 32645 ^ 5ft 5% -% 


- D - 

DSC Co 1883*96 28%&26% 28% -% 

Dantai Oia 7 142 9* 98% 93% -a 
CW sfcx 18 45 4 3% 3% 

omreape iB 865 23 % 21 % 2 t% -j% 

otopaop in 13 » 20% a 26% -H 

Oabftcpa 020 9 300 3,; 3% 3% -A 
Mott Ge 08026 54 47% 46% 40% 
MMOP 044 5 05 22% 21% 2lJ| +A 
OdCa* 1230108 33% 90% 31% +% 


H toa 


w 

Oto. E tea lif* Law ure 

tog 

tarty* 

033 X1636 39% X% 38% 

■h 

D* By 

in 12 307 45% 44% 45 

-% 

Daacoi 

0X3* 90 8% 8% 8J1 

-A 

DHTech 

19 X 22% 22% Z2% 


D0M 

133158 18% 18% 18% 

-% 

DO MOD 

75 1925 10% 8% 9% 


OgSsand 

1G8 517 til 1ft lii 


Dg^ld 

16 834 11% 11 11 

j. 

OtonaCp 

213450 29% X 29% 

J a 

DkMVm 

050 9 76 4% 3% 312 

-A 

DMA Ran 

225 1 2909 1 U S 


Deter Gn 

020 17 IX 21% 20% 20% 

•% 

DonSHtoxOES 17 T21 11% 11% 11% 


taxotngi 

11 965 17% 16% 17 

-% 

□ressBte 

11 781 S?2 9% 9% 

-A 

OreyGD* 

02(119 X 32% 32% 32% 

-% 

Drtt er*» iubi 6 an 43% 4 


Ktanr 

109 13 138 3 27% 27ft 

-A 

Dinren 

046 X 403 26% 2S 25% 


Dpwtefa 

X 753 17% 16 16% 

■h 


-E- 


EagtoFd 

2 381 2% 1% 1% 


Ffejr innul 

11 14 1% 1% 1% 


EOTtt 

(US 188145 22% 20% ZOU 

-ii* 

tOTncau 

50 360 5% <&% 5)3 

-% 

QecnSd 

ISIS* 2* 71% 22b 


Bacttfi 

1*4 4 112 44% 44 44% 


aecwrts 

304482 23% 22% 23% 

-% 

Eracoa tas 

22 223 3% 3% 3% 


Erentre 

*2 232 10% (Big 9*4 

-*3 

EocoraCrep 

0 1230 Itt 1% 1% 

-A 

EngyVidB 

35 246 24% 23% 23% 


EmirSycs 

10 ID 1% 1% 1% 


Emm toe 

11 673 3ft 2% 3 


EaurtyOl 

010 46 327 5*2 *% 5% 

-% 

ErtcsnB 

016 2486032 IB% 17% 18% 

-A 

QUO 

130 186 9% 8% 8% 

•% 

Evans Sto 

13 363 19% 19 19 

•% 

Btada 

5213798 16% 15% 15% 


Beater 

141 3874 S% 21% 24 

-h 

DdrirOto. 

16 657 I5d13% 14% 

-% 

Hpadkl 

012 17 386 34% 23% 23% 

1% 

EtapAm 

4 102 5% 5% 5% 



- F - 


FtlOp 

17 217 6% 6% 6% 

-% 

FprrCp 

024 12 100 8% 8% 8% 



Fmtatt am 49 1820 34% 33% 34 

R»mi 275 2276 27% 27% 27 A -% 
FtfmUrtx m 152412 67% 66% 66% -1% 
wry on i s» i% % 8 *A 

RpgtoA 024 4 340 12% 11% 11% -% 

HBttt 35 5910 42% 39% 42% +2 

Rat Am 1.12 122379 45 44 44 -1% 

Fat Seely 1.12 11 1683 36 34% 34% -1% 
FW Tara 10B 12 816 50% 58% 58% -% 

Fteta 120 13 SB 41% 40% 40% -1 

Htreart in 2D 1062 29% 28% 29% -% 

RfftmlBi 3 2256 027 25% 26* Al 

Rare 252904 28% 28% 27% -1% 

ftoatat 17 2E0 9% 9% 9% 

FeOdLAx 010153835 5% 5% ^ -A 
FoaXBx 009 164130 SH 5A 5% 
Foremat in 16 241u55% 52% 55% +3 
Rswdnr 21 34 12% 12 12 -% 

Fostof A 5 532 4 3% 3% -% 

Frttift) 1.16 IB 501 38% 37% 37>2 -1% 

FttHll 048 91653 21 19% 19% -1% 

Ftftteai 1.1* 12 501 20% 26% 29% -% 

FtttaHB 064 14 547 35% 34% 34*2 -1% 

Rttsflo an 13 103 21% 20% 21% 4% 

HtnwdAOR 3 357 1% t% 1% +A 


-c- 

BDAa) 2 262 2A 2% 2% -A 
BMC Sen 007 24 202 23% 2% 22% -% 
Santa 2 43 ZA 111 1« -A 

tenatOi 2 81 1% lA 1% -rA 

GW2MC 1119619 72% 20% 21% 
GaMCo OIB 5 140 7% 7 7 -% 

GattBM 042 17 57 2D 19% 19% +A 
Gana* IS 55 6% 6% 6% +% 
BamWft 31528 5 4% 5 +% 

OenteCp 4X0 201246 22 21% 21% -% 

Gama Inc T432G4 7% 7% 7% -% 
Sanyas 401829B 63% 59 61 ♦% 

Santa* On 56908 7% 7% 7% ♦% 
Gte*a 040 4 230 15% 15% 15% -% 
0U*pL 0.12 11 1570 16% 16 16 -% 
Start A on 3 09 12%d11% 12% +% 
Stall Stan 22 37 8 8 8 

Good Bay* 61078 8% B% 8JJ +A 
Ga*SftBpxOaO 21 131 24% 2* 34% 

taka^s 11 137 3% 2% 3 

Greritox 0X13 46 30% 29% 29% -% 

GreanAP 020 6 26 2D 18 13% -% 

Groaemana 53282 V, (ft lA 

areiwr si 4re n% i<% 14% +% 

Gncnp X 275 1&% 15 15% -% 

GBWSag 14 603 11% 11% 11% 
Eptaome 143779 15%rt14% 15 -% 


- H - 

ttotsglta 10 51 6% 6% 6% +% 

ttalaryvl 076 10 83 32% 31% 31% -% 

HaipaGp 022 15 402 17 10% 16% •% 

HamaCmp 117 4G0 13 11% 11% -1% 

teo 6 Go x 016 0013142 73 68 71% +3 

I u ni te 245640 45 43% 43% -1% 
IMP e re 006 15 111 9% 6% 8% -% 

HtttaiK 278 6*3 0% 8% 6% -% 

HttxtaTM X 686 11 % 11 % 11 % -% 

ttocHflOar 016 54767 4% 4% 4A *A 
UN 10 62 10 6% 9% +% 

HatonTmy 12 TOO 20% S 20% -% 

HOW 0X14 417 9% 9% 9% -% 

HOOPS* 015X1820 12% 11% 12 -% 
tUO0C 81 747 36% 34% 35% -A 

HonaBarf 061 11 42 23% 23% 23% 

Hon In* 048 14 256 24 23% 23% -1 

HomMck S7 822 19% 19 19% 

ttaaatfta 044 14 141 4% 4% 4% -A 

HudtJB OX X 649 16% 15% 15{} 

Hattogto 080 142013 23% 23% X% -t* 
HnrooCo 009116 5 4% 4% 4% 

rtxurrech TO 2560 44% 41% 41% -1% 

tpnrfib 19 140 4% 4% 4% +% 


- I - 

msys 22 IB 10 9% 10 +% 

is w i 49 i% m% i% 

fettnaa 322429 13% 11% 12% +% 
tam m mo n 25928 3% 2% 3 -A 

taper) a: 040 19 677 23% 22% 23 ■*% 
MM 024 34 279 27% 27 27 

HR* 24 9360 14% 12% 1*A +Ui 

Worm* 4234141 29% 26% 28% +-1% 

taoteUdxO&ll 1X11% 11 ll -% 

totUXS 1 284 1% 1% 1A -% 

Entog ritov 760006 11% 9»J 10A -lA 

taptfija SZ 585 X% 35% 35% •% 

ln«BMBt 9 95 Z, 7 . 2A 2% -% 

total 016 1517I0BI 56 52% 54% -% 

total 15 IX lA 1% 1% +% 

040 101742 6% 85% 5% -% 
tear Id 17E98 12% 11% 12 -% 

MerfceA 02* 161140 17 16% I6fi -A 

tasph 103135 16% 15% 16% +% 

laarteal 5 2488 S% 8% 9% +A 

Watan 111 1060 11% 10% 11% *% 

totanoto 164014 17% 16% 16% -1% 
UOtajOA 15 373 21% 21% 21% -% 

ttecarex 005 X 4004 X 23% X cl 

bmapCp <17531672 45% 40% 41% -3 

toomete 13 3 15 14% 14% 

toYdfoW 12DI3B 41 2S2%250%250% 


- J - 

JUSotet IS 104 11% 11% 11% *% 
Jason ta 0X111618 6^2 G% 6,4 *A 

JIG tad 003 15 403 27% 26% 27% 4, 

Jotosa, W 18 14 Z% 22% X% -% 

Jems tat 0 856 12% 12% 12% -% 

Jonas lied 012 S7B7B3 d3i% 27% 31% +2% 
JfflFto in 15 153 32 31% 31% 

JbonUp 032131233 15% 15 16% -% 

Jtatta OIB 10 274 11 10% 11 +% 


n sn 

to?* M. E is* wpa Lew im etog 


- K - 

Rteca* 0 ® 3 K 11 % u nA +A 

KxmCsx044 1Z 586 11 10% 11 

Kelly Sir OX 151233 28% X 2£ 

KtoteS OS 121157 25% 2<% 3 -% 

IOA»=B 1512937 24d21% 21% -% 

WA 03563 A 12 ii 4 

taring he 13853 47% 44% 46 

KUtttoS 79917 X 17% 18 -1% 


-L- 

imm ore 42 sa 13% »% isA «A 

Ladd Fun dip j ns 13% 13% 13% 
UsRsca S3Saa 3S>4 032 32% -2% 
Lantastar 0£3 15 7G1 33 38% 37 -A 

incehc aafisi 207 15 ^ 315 % 15 % 

Laadmidton X 307 23 22% 23 -% 

UWUs 241133 1& 17 17% -% 

ixxrsta 8 G? 1% 1 % 1% *% 
LOO 5 19 7770 33% 30% 31% 

Lawson Fix OS? 13 69) 25 24 24 -% 

USvP 016 0 122 3 2% 2% -18 

Uehtere 21 9&S1 7% GA 6% *A 

Ldelesh 020 17 13 34 23 23% ■% 

Uttw 3 55 11% 11% 11% *h 

UBirwaA 032 13 U 12% 12A 12% 

LttStol. Q60 1“ W7 22 21 21 -% 

ixctsiytt 14 IX 40 39 40 ♦% 

Line® IK 016 317225 34 30% 32% «.% 

U pr fim • 0* 15 9 29% 29% 29% -1 

LenttiGb OIO 27 6405 26 3% 3Ji -,*« 

mcSTSa 39G033 3fr% 35% 35% ~l 
Lons Sar X IX 9A* 9% 9% 
LTXCS 13M547 7% 6% ?A 

LVUH 082 X rei)42% 42% «% *% 


- M- 

UQ Cm 005 422B86G 26 25% X% ^9 

MS Car s 16 87 19% 19% 19% «% 
Hk IBJ OGCi 7 1C7 12% 12% 12% -% 
Madge 4522S6 3S% 36>< 37% *% 

MtotatoGE 1X1J UB 35% 35 35% 

Magna&D 080 I? 350 23% 22% 22% -% 

IteBca 18 147 12% 12% 12% 

ttarasiCp 4 <19 isi B 14% 14% -% 

Manse Dr 54 2167 5% 5 5% 

Mari* Cg id X >76 73 73 

Uanutta 81 37 9 6% 9 -% 

UaEhSnrtA Q44 12 27 13% 13% 13% 

tereua D£6 13 UN 2Slg 247g 25 •% 

Masse 102 544 114, 11% 11% .% 

Maxsn hi 4114872 32% 31% rA +it 
Manor Cp 4 135 5% 6% 6% -A 
ItaatiR 048 12 311 19% 18% 18% 
McCanK x 056 34 1218 23% 22% X -% 
Keflex he 016 43 59 11% 10% 10% -% 
UetataV 024 11 42 6% 7% 7% •% 
MeatorCpxOlO 25 3026 b 23% 21% 21% -% 
IteOC 02*189388 15% 15 15A -% 

ManaOB 092 12 508 27% 27% 27% -% 
MereaW 4 1638 21 20% 20% -% 

IkreuyG 080 15 717 47% 46% 46% •% 

Maridtai 148 15 17X 45% 44% 44% -1% 

Maria* IS 5264 5% 4% 4% -% 

Meta Air X 658 8% 6% 8% J* 

Ueftode Axo.10 14 1454 14% 13% 14% U a 
W=SC» 123877 50% 49% 49% -% 
MdtelF OX 12 <6 11% 11% 11% 4, 
Manage 4001202 6% 7% 8 -% 

Mtanmom 335487 22% X% 21% -1% 
taograh 61 21X 12% 12% 12% J 2 
Htapo* 03874 3% 3 3*2 ♦% 

Heart 31H3S 83% X 82% *2A 

HtfMM 16 40 21% 21 21 -% 

MdwGohl 050 83 7100 15 15 IS 

IHerH 052 851200 32% 31% 31% -£ 
IHon 516 34 31% 33% -% 

Uhatach OIO X 446 18% 15 1B% -1% 

MnhteTW X 9707 20% 19% 20% -1 

MtxtanCo 0X21 IK 11% 11 11 -% 

ttxta HT 080 11 1292 X 25 X% -% 
MoteA 006 1341 31% 30% 30% -1 

Uotaxtac 006X1481 33% 32 32A -S 
Moacom 004 71 429 8^ 7% 7% 
HOStowP 038 12 63 25% 24% 25% -% 
KlSSyC 038 13 72 3012 29% 30% -% 
Mycogeo 17 379 14% 14% 14% -% 


- N - 

HACfto OX 12 X 38 XX 
Nash Rich 072 10 IX 17A 17% 17% -% 
MrtCorept 036 18 240 18% 17% 17% -% 
Ntre&xi OX 27 IX 23% 2% 23% 
NautebT 6X17 13 18 18 18 

ICC 048 47 18 62% 81% 62% -% 
Water 2832429 58 56% 56% -% 

Neostar 9 388 6% 6% 6% -% 

Naacapa 7719 IX 125128% +V& 

Nets* Gan 2257S2 31% 30 30% -1% 

Nesrogan 38 1332 25% 24% 25% 

MtalnaOB 1 143 2% 2A 2A -A 

mregaNet 23 811 43% 41% 42 -1% 

Newt CP OW 17 *9 8 7% 7% -% 

MhKQbA 118462 14% 14% 14% -% 
NXietM 476035 8% 8% 8*2 
Nvttai 064 19 102 58% 50 58 -% 
tttatra 050 10X16 41% 40% 41% -% 
Noretan I 14 122 25% 24% 24% -% 

NStatta 1Z7 206 7% 7% 7% 

NatMTM 1JM 14 5348 51% 49% 48% -2 

MV A* 111X865 48% 44% 45A -3A 

Nate 1640*91 15 14% 14A -A 

Novate 1110723 49 45% 4755 -.71 

WCtt 12 907 7% 7% 7% 

MSC Cap 8 10 1% 1% 1% 


.O - 

OChartaja 10 101 13% 13 13 -% 

OcttCom 21 1531 29% 28% 28% -A 

Odettes A 11 44 8*2 8 8% 

0rUnt« 15 252 13% 13 13% *% 

OgtobayN IX 6 15 38% 37% 38% 
□hues 152 X 272 37 X 30% -% 

CJM Kent 124 11 189 38% 3B% 38% -% 

oh ran* am 15 17 34% 34% 34% -% 

ttattncnp IX 40 410 30% 30% 30% -% 

OnePrta 42 118 3 d2% 3 -% 

Orad* 379227B 42% 39% 41 4% 

OitScnce 55 922 13% 12% 12% -% 

Ortoach 099 11 592 12% 12% 12% -% 

orehdSaro 16 ibo 20% 19% 19% -% 

OregaiUH 031197 528 12% 11% 11% -% 
OfttOx 81439 9% 9 9% 

Ostap 9 74 2{J Z1Z 2}J -A 

OeUSA OX 19 168 17% 16% 16% -% 

OBhtahT 050 II 251 15% 15 15% 

OteTOI IX 15 78 36% 35% X 

QdnHBi 48 9896 65% 03% 64% -% 


-P-Q- 

Pncar 100 7 1333 45% 44% 45 -% 


PacOmiop 

061 11 

X B % 9A Oft 

-A 

PUfflCte 

231637 86% 79% 83% 

+3 

Panaetic 

452759 58% 51% 54% 


Payclex 

024 506398 50% 47% 50% +2% 

Payni Are 

16 

31 9 9 8 

-*2 

taaleas 

030 44 

X 8% 6% 9% +% 

tamTrjy 

ID 

48 15% 15% 15% 

-% 

tanWg 

m 11 

254 33% 32% 33% 

♦1*2 

Peat* 

on 17 

344 51% 40% 51% +\% 

Partechl 

20 

51 2% 2 2 



FtaeaL OX 21 140 24% 22% 22% -1% 
PnphGH 052 101838 21 20% 20 A i 7 c 
tango 21 2*01 12 11£ 11% -% 

P&tegU) 5 331 4% 4% 4ti -A 
PBtaPBK 1.12 47 2 20% 26% 26% -1% 

PhaanTch 232077 13% 1313.40 -X 

P&ysQiAB 203415 17 16% 17 

H*i 0AB22 8 9% 9% 9% 

Ptta* 78 7100 37% 33% 35% +% 

Mate 18 11 1 B% 19 10 % -% 

Pitaofti 040 X 904 29% 28% 28}j +|J 
PtanenH 080 23 62 52% 01% 51% -% 
FtaeaSa 0.12 81114 11% 11 11 •% 

nor 1964 24% 23% 24 -% 

Pnc** 012 8 5 12 12 12 +% 

POWBl 17 W 8% 7% 8% *% 
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US equities volatile 
in midsession trading 


High-techs tumble on Motorola effect 


Wall Street 


US share prices were 
extremely volatile yesterday 
morning as investors reacted 
to mixed earnings news and 
looked for bargains in shares 
that sold off sharply on Tues- 
day. writes Lisa Bransten in 
New York. 

The Dow Jones Industrial 
Average fell more than -50 
points in the first 40 minutes of 
trading, triggering restrictions 
on program trading. Those 
restrictions were lilted at late 
morning when the index 
moved within 25 points of 
Tuesday's closing level, but 
they were reimposed at 
12.45 pm as the drop on the 
Dow once again exceeded 50 
points. 

At 1 pm the Dow Jones 
industrial Average had added a 
decline of 65.04 to Tuesday's 
67.55-point drop, bringing the 
index to 5,065.09. That was its 
first close below 5,100 points 
since December 28. 

The Standard & Poor's 500 
was 7.28 lower at 602.17 and the 
American Stock Exchange 
composite slipped 4.91 to 
536.78. Volume on the NYSE 
was heavy at 402m shares. 

Technology companies were 
especially active in the wake of 
Tuesday's 3 per cent decline in 


the Nasdaq composite, which 
is weighted toward that sector. 

At the opening the Nasdaq 
fell another 1 per cent amid 
worries about poor fourth- 
quarter earnings brought on 
by weaker than expected 
results from Motorola that 
were released after the market 
closed an Tuesday. Later the 
Nasdaq rose 5 points above 
Tuesday's close, before retreat- 
ing In the early afternoon. 

By lpm the Nasdaq was off 
6.22 at 99259 and the Pacific 
Stock Exchange technology 
index had lost 0.7 per cent 

Motorola was at $48%, $4% 
lower than the official NYSE 
closing level, but $3% ahead of 
the $45% it fell to in after- 
hours' trading on Tuesday. 

Meanwhile, Seagate Technol- 
ogy’. which posted stronger 
than expected second-quarter 
earnings late on Tuesday, 
added S2'/a at $48%. 

In general, activity in tech- 
nology shares was mixed. 
Microsoft recovered some of 
the $6A it shed on Tuesday, 
rising Sift to $81%. and Sun 
Microsystems added $1% at 
$38%, while Intel dropped $iy a 
to $53% and America Online 
was off SI 1 /* at $33%. 

Dun & Bradstreet climbed 
$2Vi to $67% after announcing 
that it planned to split into 
three separate public compa- 


nies in order to increase share- 
holder value. 

Canada 

Toronto was weak in midday- 
trade, pulled lower by Wall 
Street, although it showed rela- 
tive strength as shares recov- 
ered from their lows. The TSE 
300 composite index was 1L68 
weaker by noon at 4,800.77, up 
from an early low of 4.78357, in 
very heavy volume of 55.3m 
shares. Barrick Gold added 
C$% at C$40 1 /.. 

Arequipa Resources rose 
C$% to C$6% after the gold 
and copper company 
announced assay results from 
its Pierina prospect in Peru. 
H ummin gbird Communica- 
tions, up C$l% at C$48, led a 
recovery in some of the high- 
technology companies. 

SOUTH AFRICA 

Johannesburg shrugged off the 
weaker overnight performance 
on Wall Street and nervous- 
ness over whether the bullioa 
price would continue to climb, 
to leave the overall and indus- 
trial indices at record high* 
for the sixth consecutive ses- 
sion. Hie overall index moved 
up 9.4 to 6.6385, industrials 
gained 45 at 8,316.3 and golds 
rose 12.7 to 1,5845. 


The Motorola effect reasserted 
itself as high-tech stocks tum- 
bled in Europe. In Sweden, an 
embattled Ericsson repeated 
earlier forecasts that the 
fourth quarter of last year 
would produce higher profits 
than its counterpart in 1994. 
but its B shares still fell SKr9 
or 7 per cent to SKrll950 after 
an earlier low of SKrll3. 

HELSINKI'S Nokia A tested 
their 1995/96 low. bottoming at 
FM130 before Ericsson's 
encouragement took them 
back up to FM14S, down 
FM720 or 5 per cent; the Hex 
index fell 34.52 or 2 per cent 
to 1,651.67. 

In VIENNA, meanwhile, 
shares in Austria Mikro Sys- 
tem e International (AMS), 
which supplies Nokia with 
microchips, dropped Sch85 or 
4.9 per cent to Schl.650 as the 
ATX index fell by a percentage 
point, closing 10.57 lower at 
1,019.57. 

AMSTERDAM fell back 
through the 500 level as two of 
its high-tech companies suf- 
fered. Philips lost FI 1.90 to 
FI 60.70 and Baan. a computer 
software company, eased FI 5 
to FI 67. The AEX index slipped 
1.68 to 499.21. 

STOCKHOLM turnover was 
very heavy at SKrSbn. This 
was because the market had 
more than Ericsson to worry 
about. One of its other big 
stars, the pharmaceuticals 
group Astra, said that market 
expectations for 1996 and 1997 

ASIA PACIFIC 


were slightly too high, and 
that investors had not taken 
currency movements into 
account 

The news coincided with a 
strategic shift away from the 
drugs sector, and a Goldman 
Sachs investment letter which 
downgraded its 1996 and 1997 
earnings forecasts for the com- 
pany: from SKri6.20 to 
SKrl5.40 and from SKrlS.75 to 
SKrl6,S0 respectively. -Astra A 
fell SKrl3 to SKr261 and the 
Afiarsvariden General index by 
36.1 or 2.1 pe r cent to 1.706.9. 

FRANKFURT'S Dax index 
fell 11.16 to an Ibis-indicated 
2,340.31. but dealers said that it 
had held up well under pres- 
sure hum Wall Street and from 
Merrill Lynch downgrades in 
the banking sector. 

Turnover eased from 
DMlOJSbn to DM9 .Sbn. SAP. the 
computer group, suffered from 
the general weakness of high- 
tech stocks in New York, the 
prefs losing DM10.S0 or 4.7 
per cent at DM22L3Q. But some 
cyclical maintained Monday's 
strength in spite of overnight 
weakness in the dollar. 
Hoechst rising DM6.50 to 
DM407.50. 

Banks were weak for the sec- 
ond day in succession and 
Deutsche, downgraded by Mer- 
rill to below average from neu- 
tral, dropped DM1.38 or 2 per 
cent to DM6&X6- Among other 
earnings downgrades for the 
sector, Merrill's Mr Ian 
McEwen cut Deutsche's 1996 
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target from DM6 to DM4.60 a 
share, adding that its dividend 
yield was 30 per cent beneath 
that of its competitors, and 
that costs and tight interest 
rate margins were other prob- 
lem areas. 

PARIS featured Eurotunnel, 
which recovered all of Tues- 
day's loss following a bullish 
presentation to analysts in Cal- 
ais. The company, whose 
shares rose 30 centimes or 5 
per cent to FFr650, said that 
that it was asking both the 
Parisian and London stock 
exchange authorities to mount 
an investigation into what it 
described as “short selling" of 
its stock. The group suggested 
that rumours, which bad sur- 
faced in bath markets on Mon- 
day. had led to heavy selling of 
its shares. 

The group also said yester- 
day that it expected higher 
1996 sales, and said that there 
was no truth whatsoever in 
market rumours that the com- 
pany might have difficulty' in 
rescheduling its debt burden. 

The CAC-40 index finished 


6.18 down at 1 910.1 1. 

Another recovery was seen 
in Rhdne-Poulenc. which had 
also been a loser on Tuesday 
following a profits warning, 
and the stock gained FFr!-20 at 
FFr102. 

ZURICH extended the week's 
losses during a further day oT 
profit-taking a* foreign inves- 
tors sold Swiss stocks after 
Morgan Stanley's recommenda- 
tion on Tuesday to under- 
weight Switzerland in favour 
of Germany. The SMI index fell 
46.7 to 3314-8. 

Clariant picked up SFr3 to 
SFr390 as the company attri- 
buted the underperformance of 
its share price since it was 
spun off by Sandoz last June to 
the weakness of the dollar. The 
i^f wmirmls group added that it 
expected higher 199H profits 
and sales. Sandoz fell another 
SFr29 to SFrl.025 . still pres- 
sured by Tuesday's downgrade 
by Goldman Sachs, while 
Roche certificates lost SFr\35 
to SFrl XSO. 

Swiss Re gave up another 
SFr25 to SFH.2S0 on an 


increasingly downbeat view on 
this year’s prospects, after the 
insurer's strong performance 
in 1995. 

MILAN' was weak as the 
day’s political manocuv rings 
continued to generate much 
heat, but little light on the gov- 
ernment’s way ahead. The 
Comit index fell 6.14 to 5S7.42, 
while the real-time Mibfel 
index was 83 weaker at 9,362. 

Smo. the food group, jumped 
LS7 or 2.6 per cent to L3.4M ou 
news that it had asked for a 
quotation on the bourse for its 
motorway restaurant chain, 

Fermzzi picked up L31 to 
Ll .037 on the last day of trad- 
ing In its rights. 

Eni turned L63 weaker at 
L5.6U on profit-taking after its 
firm performance early In the 
week when the energy group 
attracted a number of brokers' 
recommendations. 

ISTANBUL surged by more 
than 6 per cent as buying was 
supported by strong expecta- 
tions that a conservative coali- 
tion government would be 
established. 

The composite index added 
2.496.97 at 42.497.90 as turnover 
doubled to TL10,39Qbn from 
Tuesday's TL5.J70bn. 

Brokers commented that 
lower rates in a Treasury bill 
auction helped to divert cash 
to the equity market. 

Written and edited by WHtiam 
Cochrane, Michael Morgan and 
John Pin 


Latin Amenca keeps eye^on us^ \y a n street, new issues weigh upon region 


Mexican share prices recouped early losses and 
posted healthy mid-morning gains. The IPC 
index was up 16.44 at 2,973.90 in volume of 41m 
shares. 

Equities were dragged down at the opening by 
the fall in the US markets, but bounced back 
later on optimism following a large reduction in 
domestic interest rates. 

Although the peso opened weaker against the 
dollar following the rate fall, dealers said that it 


looked as if the currency was now fundamen- 
tally stable. 

SAO PAULO was in a gloomy mood and fol- 
lowed the later movements on Wall Street By 
early afternoon the Bovespa index was off 477.28 
or 1 per cent at 46,063- 

Analysts said that concerns over the slow 
pace of the voting process in key constitutional 
reforms in congress also contributed to some 
downward pressure on the market 


Tokyo 


EMERGING MARKETS: IFC WEEKLY INVESTABLE PRICE INDICES 

Market 

No. of 
stocks 

Dollar terms 

Jan. 5 % Change % Change 

199S over week on Dec *94 

Local currency terms 

Jan. 5 % Change % Change 
109S over week on Dec *94 

Latin America 

TO 

493.77 

+5.7 

-140 




Argentina 

131) 

865.36 

+8.0 

+17.8 

530,774.67 

+8.0 

+17.8 

Brazil 

(68) 

326.76 

+7.0 

-15.0 

1,188.49 

+7X 

-2.4 

Chile 

(43) 

758.99 

+1.4 

-3X 

1X35.62 

+1.3 

-2.0 

Colombia 1 

(15) 

608.96 

+1.8 

-25.0 

1.076X5 

+2.6 

-9X 

Marico 

(65) 

499.70 

+10.3 

-17-8 

1,631.14 

+3X 

+26.3 

Peru J 

(27) 

208X6 

+5.6 

+16.8 

298.06 

+7.3 

+25X 

Venezuela* 

(5) 

326.83 

-2.3 

-34.0 

2,648X6 

+1.5 

+37.0 

Asia 

(631) 

238X6 

+2X 

-4J 




China* 

(23) 

60X3 

+11.3 

-20.6 

63X0 

+11.4 

-21.8 

South Korea 11 

(145) 

120.10 

-4.6 

-12X 

124.43 

-3.1 

-12X 

Philippines 

PS) 

271.71 

+4.7 

-09 

344.16 

+4.6 

-2.1 

Taiwan, China* 

(83) 

104.80 

-7.1 

-36.3 

107.51 

-6.9 

-33.7 

India 7 

176) 

78X4 

-2J5 

-36.6 

98X5 

-IX 

-28.4 

Indonesia" 

(44) 

114X1 

+4X 

+14.9 

142.48 

+4.6 

+19.7 

Malaysia 

(123) 

285.15 

+5X 

+6.1 

268.58 

+5.7 

+6-0 

Pakistan* 

(25) 

237X9 

-2X 

-35X 

368.70 

-2X 

-27X 

Sri Lanka 10 

(5) 

103X7 

-08 

-400 

120X6 

. -OX 

-35.0 

Thailand 

(72) 

403.55 

+7.4 

+5X 

404.41 

+7.6: 

+5X 

Eura/Mld East 

(233) 

146X6 

+3X 

+205 




Greece 

(47) 

239X3 

-0.7 

+6X 

383.79 

-OX 

+4.4 

Hungary" 

(8) 

117X7 

+19.5 

-225 

193X6 

+19X 

-6X 

Jordan 

(8) 

181.71 

-1.6 

+21.1 

271.19 

-IX 

+22.0 

Poland 0 

(22) 

454.14 

+6X 

-32 

708.88 

+7.1 

-1.6 

Portugal 

(26) 

118.31 

+2X 

-2 X 

121.64 

+2X 

-8X 

South Africa 0 

(63) 

272.92 

+5.8 

+21.4 

204X1 

+5.3 

+8.1 

Turkey" 

(54) 

111.41 

+8.6 

-8.5 

3,100X3 

+3.7 

+40.1 

Zimbabwe 10 

(5) 

274.90 

+0.1 

+12.4 

376.79 

-0.1 

+25.0 

Composite 

(1117) 

285.67 

+06 

-7.1 
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Whether or not the rally during the past week among the eastern European equity 
markets has been little more than a portfolio readjustment at the start of the new year 
remains to be seen, writes John Pitt. Bnt it is also possible that the upward trend in 
many of the markets, combined with a rise in turnover, could be a a real sign that fond 
managers are now looking closely at the opportunities to be had in the region. 

Some evidence that this has been happening already comes from Micropal, which 
collates data on fund flows to emerging markets. The company says that during the 
third quarter of 1995 some SI OOm flowed into eastern European equities. Mr Ian Wilson, 
who edits Micropal 's Emerging Market Fund Monitor, says that this “is up sharply from 
the near zero level of net bnying that took place in the second quarter''. In a survey of 
15 eastern European regional equity funds the Czech Republic was the most popular 
destination, with managers baying some $30m of domestic stock. 

Mr James Oates at UBS in London, writing in a regional quarterly analysis, said that 
1996 could be “a bumper year for central and eastern Europe". He writes that 
substantial progress has been made in privatisation programmes and corporate 
restructuring, while “large-scale investment is under way, and highly skilled labour 
forces are making improvements in operational efficiency". 

At Daiwa Europe. Mr Roger Monson, chief equity strategist, is another bull of the 
region. He maintains that the wild enthusiasm seen in 1993 will not be repeated: “The 
naivete of post-Berlin Wall euphoria is gone - investors wfll be applying traditional 
valuation and risk analysis." 


The setback on Wall Street on 
Tuesday, led by a sharp fall in 
high-technology stocks, 
depressed investors; the Nikkei 
average eased on profit-taking 
hi spite of buying by overseas 
and individual investors, writes 
Erniko Terazono in Tokyo. 

The 225 index closed 39.76 
down at 20.612.32 after moving 
between 20,459.34 and 20.675.70. 
The decline in the dollar below 
Y105, due to prolonged hagg- 
ling over the US budget, also 
weighed on sentiment. 

Volume came to 674m 
shares, against 555m. The 
Tophc index of all first section 
stocks receded 5.38 to 1,617.45 
and the Nikkei 300 lost 1.38 to 
303-37. Declines led advances 
by 565 to 507. 

In London the 1SE /Nikkei 50 
index shed 5.49 to 1,422.02. 

Individual and broker buying 
was aimed at speculative 
favourites. Nissho Iwai, a trad- 
ing company, was the most 
active issue of the day, rising 
Y38 to Y581. There were 
reports of a strong perfor- 
mance from the company's 
communications joint venture 
with Fujitsu, but Fujitsu feD 
Y30 to Y1.180. 

Nissho was followed by other 
speculative issues, including 
Kitagawa Iron Works, which 
rose Y19 to Y949, and Keisei 
Electric Railway, which lost 
Y15 to Y978 on profit-taking 
following its rise on Tuesday. 

High-technology stocks lost 
ground, echoing New York. 
Sony dropped Y130 to Y6.680, 
Kyocera Y220 to Y7.570 and 
Toshiba Y12 to Y848. 

Oil companies, which gained 
ground on higher crude oil 
prices earlier in the week, were 
generally easier. Mitsubishi 
Oil, however, rose Y3 to Y943 
on reports that it had struck 
oil at its well off the southern 
coast of Vietnam. 

Banks were lower on rising 
public criticism over the gov- 
ernment's solution for the bad 
loans at the country’s ailing 
housing loan companies. Sak- 
ura Bank shed Y20 to YL250. 


In Osaka, the OSE average 
rose 25.36 to 22,158.88 In vol- 
ume of 78m shares. Murata 
Mfg, an electronic parts maker, 
fell Y140 to Y3.740. Foreigners 
and individuals sold the stock 
due to the yen’s appreciation. 

Roundup 

Wall Street and a major share 
placing from Sun Hung Kai 
Properties weakened HONG 
KONG, where the Hang Seng 
index fell 122.57 or 1.2 per cent 
to 10,304.63. Turnover includ- 
ing the HK$3.9«bn SHKP plac- 
ing was HKS9.32bn, compared 
with Tuesday’s HK$497bn. 

SHKP ended HKS2.25 
cheaper at HKS62.50, off a low 


of HK$61.75 and against the 
placing price of HK$61.125. 
Investors were discouraged by 
reports that other leading com- 
panies were planning cash 
calls. SHKP was the third 
group to tap the market since 
the start of December 1995. 

TAIPEI remained uneasy 
about the impact of proposed 
new capital gains taxes on the 
investment climate. The 
weighted index dipped 49.64 or 
1 per cent to 4.862.35. Turnover 
was T$28bn. 

The high-technology sector 
declined 2.7 per cent after Wall 
Street, United Microelectronics 
losing TS2 or 3 2 per cent at 
T$60.50. 

SHENZHEN As declined on 


worries about the number of 
share offers. The index slid 2.14 
to 113.59 as turnover fell from 
Ynl41m to YnSTm. 

There were reports that 
Wuhan Twin Tiger Coating 
was about to offer 18m class A 
shares at Yn4 per share next 
Monday. The heaviest fallens 
included Changfeng Baoan 
Industry, the household elec- 
tric appliance maker, off 3.3 
per cent to Yn2.37. and 
Changcheng Special Steel, 
down 3.2 per cent at Yn2.37. 

SHANGHAI Bs went in the 
opposite direction, gaining 0.13 
to 51.44 in volume of 5.3m 
shares worth HK&Llm. One of 
the favourites was Shanghai 
Vacuum and Electron Device. 


which made 6.7 per cent to 25 
cents on institutional support 
In contrast the A index lost 2 
per cent to 565.13. 

SYDNEY was led down by 
weakness in the price of base 
metals. The All Ordinaries 
index (lipped 24.6 to 2.238.2, 
while the golds index slid 32.80 
to 2,024.90. Turnover was 
A$533.74m. 

Western Mining fell 33 cents 
to A$8.47 after analysts down- 
graded the company's year to 
June profits forecast. 

MANILA followed a PLDT 
fail in New York and closed 
lower for the fifth consecutive 
session, the composite index 
losing 23.25 at 2,658.48 as PLDT 
dropped 20 pesos to 1.500. 
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